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INTRODUCTION 


By Mr. W. R. RAE, Chairman of the Central Education Committee of the 


Co-operative Union. 


T is now twenty years since Mr. Alfred Wood, F.C.A., prepared 

jor the Central Education Committee the text-book, ‘“ Co-operative 

Book-keeping.”’ That book was intended to meet the need, which 
was then evident, for more systematic instruction and training in 
Co-operative accounts. It has met the need excellently, as results have 
testified. The book has passed through many editions, and thousands 
of copies have been printed and used. Thousands of students, covering 
almost a generation, have been indebted to it for the greater part of 
their knowledge of the methods of Co-operative Book-keeping and the 
principles upon which Co-operative Accounting is based. 

But new times bring new needs; and the adoption by the Southport 
Congress (1925) of the Standard Balance Sheet, a form of balance 
sheet based upon a new principle of recording expenses, has created the 
need for another text-book in line with the new proposals. The Central 
Education Committee, as the body responsible for the direction of the 
teaching of Co-operative Book-keeping, acting in harmony with the 
wishes of the special committee which had evolved the new form of 
balance sheet, therefore decided to issue a new text-book as early as 
possible after the Congress decision had been made. 

They entrusted the task of preparation to their Adviser of Studies 
(Professor Hall), who has not only been intimately associated with the 
teaching and examination work of the Umion’s Book-keeping classes 
for several years, but has taken an active share in the work of the 
Standard Balance Sheet Committee, whose recommendations are 
embodied in the form of Standard Balance Sheet approved by Congress. 
The book benefits by his experience, and it also embodies many ideas 
and suggestions emanating from a variety of sources. 

The volume now published—Part I.—will be followed by a second 
volume—Part II.—at an early date, and the two parts will constitute 
a comprehensive work on Co-operative Book-keeping. The Central 
Education Committee, in issuing this first part, do so with the 
confidence that it will assist in extending a knowledge of sound 
methods of accountancy, upon which the business success of 


Co-operative Societies so largely depends. 
Wak RAE. 
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been designed, in the first place, to meet the needs of the large 
number of students who, year by year, undertake a study of 
Co-operative Book-keeping ; and, in the second place, to serve as a 
guide and help to those who are engaged in the recording of Co-operative 
accounts, and are practitioners rather than class students. Some such 
design was necessitated by the decision of the Southport Congress (1925) 
to approve the new form of balance sheet, known as the Standard 
Balance Sheet, and to recommend its adoption by societies. That 
balance sheet introduces certain differences of method in recording 
the transactions of societies, and those who are at present engaged in 
account-keeping, as well as those who are class students, will desire to 
examine and study them. To the one class of user of the book some 
parts of tt may seem rather advanced, whilst other parts may seem to 
the second class to be rather elementary. This could hardly be avoided 
af both students and practitioners were to be helped. The parts of the 
book which elementary students are expected to know thoroughly for 
examination purposes are indicated in the Stage I. syllabus in the 
educational programme published by the Central Education Committee. 
In preparing the book I have had in mind the desirability of inciting 
the student to think as well as to record. It is important he should have 
knowledge of reasons and advantages attached to this or that method, 
as well as clear ideas of the relationship that subsists between different 
records in the realm of accountancy, it is not sufficient that he be merely 
a mechanical recorder, copying what his predecessor did. Hence, at an 
early stage the student is asked to distinguish between income and 
receipts, between expenditure and payments, and between revenue 
expenditure and capital expenditure. There is a right to expect, as 
well as grounds for believing, that after the twenty years’ improved 
education which has éxisted in this country since the last text-book on 
Co-operative Book-keeping was issued, the students of Co-operative 
Book-keeping can undertake and find an interest in the line of 
approach adopted. This new text-book will make demands upon them, 
but they will reap the benefits of their efforts. 


Es book has been written with a two-fold purpose. It has 
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The book is based upon the principle of classifying expenditure 
according to function, which is the ‘most important new feature 
introduced in the Standard Balance Sheet. The principles’ of Double 
Entry Book-keeping and the books of record are first explained, after 
which the student is introduced to the transactions of a society, and 
these transactions are recorded from the stage of thetr first entry up to 
the balance sheet stage. The repetition of treatment and explanation 
which this method involves will, it is belveved, be advantageous to the 
student who, after having studied the parts, can see the process of the 
building up of the parts in relation to the building up of the whole of the 
balance-sheet accounts. In more ways than one, repetition occurs in 
the book, but I have not hesitated to repeat a description, explanation, 
or argument when it has seemed likely that the student would be helped 
by the repetition. I have also added a chapter on cheques, and a 
chapter on those banking matters which are germane to the work of the 
Co-operative book-keeper. A list of abbreviations and one of commercial 
terms likely to be of assistance to the student and book-keeper are also 
included. A summary for revision purposes is provided at the end of 
each chapter, where a list of questions and exercises is also included, 
these being supplemented by two sets of revision questions and exercises, 
and by four specimen test papers. 

Many colleagues and friends have helped me in various ways, 
and my indebtedness to them I should like here to acknowledge. I send 
the book forth with the hope that teachers and students alike may find 
anterest in it, and with the further hope that they and the Co-operative 
movement as a whole may benefit from my execution of the task entrusted 
to me by the Central Education Committee. 

FRED HALL, 

Holyoake House, Manchester, 

November 18th, 1925, 
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WiHATelS BOOK-KEEPING? 


HEN a person commences a business he will, if wise, 

keep a record of his daily transactions so that he 

may know how he stands in relation to the people 
with whom he does business and may ascertain what progress he is 
making. ‘The same records will tell him how the business stands 
in relation to him, the owner. 

What is merely desirable in the case of an individual engaged 
in business becomes necessary when a number of individuals are 
jointly engaged in a business undertaking as are the members of 
a Co-operative Society. In the -case of a business owned by an 
individual he has no one to please but himself, and if he suffers 
loss through not keeping satisfactory records of his business affairs 
he has only himself to blame. But where a number of persons are 
joint owners of a business, justice and equity must be rendered 
to each of them; and it is only when proper records are kept that 
their relations with the business can be ascertained and satisfac- 
tion given that equitable treatment is being accorded to all of 
them. ‘There would be a tremendous outcry if there were a loss 
in such a business and there were no records. It would be difficult 
to the point of impossibility to prove how the loss had arisen, and 
there would be widespread dissatisfaction. If there were no 
records open to examination by interested parties, or, on their 
behalf, by disinterested experts such as auditors, there might be 
dissatisfaction and suspicion that some were treated more favourably 
than others even if there were no loss. If there were a loss, the 
dissatisfaction and suspicion would be increased. 
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The keeping of these records is known as Book-keeping. In a 
Co-operative Society, each member must feel assured that an 
accurate record is kept of his share capital, and of the loan capital 
and savings-bank deposits to which he is entitled; and, in addition, 
he wants to be satisfied that a record is kept of the property and 
debts of the society and of the business transactions in which the 
society has been engaged. 

There is an additional reason for keeping accounts in a registered 
Co-operative Society. The Industrial and Provident Societies’ 
Acts, under which Co-operative Societies are registered, require 
each society to send once a year to the Registrar of Friendly 
Societies an “‘ Annual Return ”’ containing certain specified informa- 
tion, which cannot be supplied unless the society has kept accounts. 


THE OBJECTS, OF BOOK-KEEPING: 
Four principal objects are sought.in Book-keeping. The owners 
of the business desire to know :— 

(a) What is owing to the business by those to whom goods 
have been sold, or to whom money has been lent, or to 
whom services have been rendered; and what is owing 
by the business to those from whom goods have been 
bought, or from whom money has been borrowed, or 
from whom services have been received. 

(b) What is the result of the operations of the business— 
usually this is ascertained quarterly, half-yearly, or 
yearly. 

(c) What is the value of the property of all kinds belonging 
to the business; and 

(d) What is owing by the business to its owners. 

Book-keeping may, therefore, be defined as ‘“‘the systematic 
recording and arrangement of the facts and figures relating to a 
business’’; or it may be defined with greater precision in the 
following words: ‘‘ Book-keeping is the name given to the process 
of recording those facts and figures relating to a business which 
show (a) the position of the business in relation to the owners of 
the business and other persons; (b) the debts and possessions of 
the business; and (c) the results of the various operations in which 
the business has engaged.”’ 


1.—Relations with Debtors and Creditors. 
We may now expand the statement of objects and explain 
some elementary but important matters as we proceed. A person 
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from whom a Co-operative Society buys goods or receives money 
or services is described as a creditor of the society. A*person to whom 
a society sells goods, pays money, or renders services is described as 
a debtor of the society. ‘The same person may, therefore, at one time 
be a debtor and at another time a creditor, or vice versa. For 
example, if a society buys goods from the Co-operative Wholesale 
Society it is a debtor for the value of those goods; but when it pays 
for the goods it is a creditor for the amount it pays, although it is 
only settling a debt it owes. Or, again, if a society lends a member 
£400 to buy a house or for any other purpose, the society is a 
creditor for the amount lent; and when a part or the whole of the 
amount is repaid, the society is a debtor for the amount repaid. 
The affairs of the society would soon get into a tangle if a record of 
these transactions were not kept; and it is, therefore, an important 
object of Book-keeping to keep an accurate account of the relation 
of the business to its debtors and creditors—those to whom some- 
thing has been paid or supplied and those who owe something 
to the business (debtors), and those who have paid or supplied 
something to the business and to whom the business owes some- 
thing (creditors). 


It will probably have been noticed already by the student or 
reader that every transaction involves two persons, and the recording 
of every transaction affects two accounts. If it is a sale of goods, 
a buyer and seller are involved. The former receives goods and 
the latter hands them over. If it is a payment of money, then 
there is a payer and a receiver. ‘The receiver of goods or money is 
a debtor for what he receives, and the one who parts with the goods 
ot money is a creditor. Every transaction, therefore, involves two 
persons—one a debtor and the other a creditor for what has*passed 
between them. It is the recording of both sides of every transaction 
that leads to the name “‘ Double Entry ” Book-keeping. 


It should be noted, even at this early stage, that the business 
is considered to be something quite separate from the owners. 
‘The owners of the business having paid money to the business, 
the latter, as the receiver of that money, is a debtor for the 
amount received; and when the business pays anything to the 
owners, the business is a creditor for the amount paid; whilst the 
owners are treated as debtors for the amount when it is paid to 
them, though the amount was owing to them. As will be explained 
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in Chapter II., an entry which shows a person to be a creditor of 
the society is known as a credit entry, and an entry which shows 
a person to be a debtor is known as a debit entry. If, say, a person 
invests £50 in a society, a credit entry shows him to be a creditor 
for this amount. When this is repaid to him, a debit entry shows 
him to be a debtor for the amount. When the total of the credit 
entries and the total of the debit entries agree, the whole debt 
has been repaid and both he and the society cease to be either a 
debtor or creditor to the other party. 

The difference between an owner of a business (or joint owner 
like the member of a Co-operative Society) and the other creditors 
of the business is that the latter are entitled to payment in full of 
any debts owing to them before the owners receive any part of 
the money they have invested as owners of the business. In a 
Co-operative Society, the contribution of share capital by a person 
makes him a member—a joint owner—but he is not made a 
member or joint owner as a result of the depositing of loan capital 
or making a deposit in the savings bank. If a society fails and its 
business is wound up, the depositors in the savings bank and the 
loan account are in the same position as the creditors who have 
supplied goods: they have to be paid off in full before the share- 
holders are entitled to the return of one penny of their share capital. 
It is, therefore, very important to keep separate and accurate 
records of loan capital and savings-bank deposits quite distinct 
from the holdings of shares. Let us again notice that a person 
who holds shares in a society is a member of that society; but a 
person is not a member of the society in respect of any loan capital 
or savings-bank deposits he may have provided. 


2.—Record of Assets and Liabilities. 


The debts owed by a society are known as liabilities. Liabilities, 
therefore, include debts owing by the society for goods supplied, 
for money lent to the society either by members or non-members, and 
for interest and dividend due to members and others. Any money, 
shares, buildings, goods, etc., owned by the society are known as 
assets. ‘Thus assets include cash in hand or at the bank; land, 
buildings, machinery, and fixtures; debts owing to the society by 
members or others for goods supplied or money lent; investments 
(shares and loans, such as those in the Co-operative Wholesale 
Society); and stock of goods on hand. It is obviously important 
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to keep a record of these assets and liabilities, and a satisfactory 
system of Book-keeping includes the keeping of these records. It 
is, therefore, a second important object of Book-keeping to keep 
an accurate record of all the liabilities and assets of a business. 


3.— Results of Business Operations. 


No business can continue long if its expenses are higher than 
its income. It is, therefore, necessary to keep records of these 
expenses and income in order that the results of the business 
operations can be ascertained. Hence, a third important object 
of Book-keeping is to record the results of business operations. 
If the business has been conducted successfully the trading income 
will have exceeded the trading expenditure, and the difference 
will be what is known in outside businesses as a “ profit,” but now 
often described in Co-operative Societies as a “surplus.” The 
word ‘“‘surplus”’ is more correct because persons who, collectively, 
buy goods and afterwards distribute them among themselves 
cannot make a “ profit ’’ in the ordinary sense, especially when the 
surplus is returned as a dividend on purchases, which is, in effect, 
a reduction of selling price to cost price. 


DHE BALANCE SHEET, 


The records mentioned in this chapter—relations to debtors 
and creditors, including the owners of the business, the statement 
of assets and liabilities, and the results of the business operations— 
are summarised from time to time, usually quarterly, half-yearly, 
or yearly, and they are published with the collective name of 
“Balance Sheet.” ‘The name arises from the fact that the items 
which are included in the various accounts of the balance sheet 
are the “ balances ” of various accounts, as will be explained later. 
Some accountants reserve the name Balance Sheet for the 
statement of assets and liabilities, since the balances included 
in this statement are ultimately the only balances remaining in the 
books at the end of a trading period, the other balances being 
transferred to other accounts; but in the Co-operative movement 
the name Balance Sheet has by long usage come to indicate the 
whole collection of accounts published; and the term will therefore 
be employed with this meaning throughout this book in order to 
avoid confusion. 
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CO-OPERATIVE BOOK-KEEPING. 


Co-operative Book-keeping is based on the same general 
principles as company Book-keeping and Book-keeping for other 
types of business firms. These principles form the basis of what 
is known as Double Entry Book-keeping; but every type of 
business has its special features and needs, and the system of 
Book-keeping is modified in accordance with these features and 
needs. Co-operative Book-keeping is a system of Book-keeping 
containing modifications to meet the special needs of Co-operative 
Societies. It will be our purpose in succeeding chapters to explain 
the general principles of Double Entry Book-keeping, and to consider 
them in relation to the needs of Co-operative Societies. 


SUMMARY. 


Persons engaged in business desire to know (1) how the business stands 
in relation to (a) persons with whom it has had dealings; and (6) themselves; 
(2) what are the assets and liabilities of the business; (c) whether the business 
is being conducted successfully or not. Book-keeping is the name given 
to the process of recording and arranging the facts and figures of the business 
so that this information can be readily ascertained. 


A person receiving goods, money, or services is recorded as a debtor for 
what he receives, even if he be receiving something owing to him; and a 
person paying away goods, money, or services is recorded as a creditor even 
if he be paying what he owes. 


In the books of a business, the owners are considered as persons distinct 
from the business. When they pay money to the business they are recorded 
as creditors and the business is recorded as a debtor; and when they receive 
money from the business they are recorded as debtors and the business is 
recorded as a creditor. The owners differ from the rest of the creditors 
by reason of the fact that they are the last to be paid off if the business is 
wound up. Being owners of the business, they must pay other people before 
they pay themselves. In a Co-operative Society, the holding of share capital 
makes a person a member, but the holding of loan capital and savings-bank 
deposits does not; hence, in a dissolution or winding up, loan capital and 
savings-bank deposits must be paid off in full with the debts of other creditors 
of the society before the shareholders (i.e., the owners) can receive payment 
at all, but they—the shareholders—are entitled to all that is left (after the 
other creditors have been paid in full) whether it is more, or less, than the 
amount of their share capital. 


“ Assets ’’ is the name given to rights and possessions belonging to a person 
or firm. They include, in a Co-operative Society, cash in hand or at the bank; 
land, buildings, fixtures, machinery and plant belonging to the society, 
whether used in trade or not; investments in shares and loans; debts owing 
to the society for goods or services; and stock of goods on hand. 


“ Liabilities’ is the name given to the debts or obligations owed by a 
person or firm. ‘They include, in a Co-operative Society, debts owing for 
goods or services supplied to the society; deposits owing to the depositors 
in the savings bank or loan account; and share capital owed to the members. 

In the Co-operative movement the term ‘‘ Balance Sheet ’’ is employed 
to cover all the accounts published, but in non-co-operative businesses the 
term usually means only the statement of assets and liabilities. 
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Co-operative Book-keeping embodies the same principles as the Book- 
keeping employed in non-co-operative businesses; and these principles 
provide the basis of Double Entry Book-keeping; but all businesses modify 
the application of these principles to suit their special needs; and in Co- 
operative Book-keeping the principles are applied in the manner necessitated 
by the special features and needs of Co-operative Societies. 


QUESTIONS AND EXERCISES. 
1, What is Book-keeping ? 
2. What are the objects of Book-keeping ? 


3. Why is it desirable or necessary for a Co-operative Society to have a 
good system of Book-keeping ? 


4. What is a debtor ? What is a creditor ? 


5. Explain in each of the following cases which person is a debtor and 
which is a creditor, and say why. 


(a) John Smith sells a bicycle for £10 to Frank Lee and delivers it 
on receiving the cash. 


(6) Frank Lee pays John Smith £10. 


(c) A. Jones deposits 5s. in the savings bank of the New Co-operative 
Society Ltd. 


(ad) The Brightlee Co-operative Society receives goods from the C.W.S. 
value £100. 


(e) James May lends Robert Stone £5. 
(f) Robert Stone repays James May /4. 


6. Why are the owners of a business considered as creditors of the 
business ? In what respect do they differ from other creditors of the 
business ? 


7. Who are the owners of a Co-operative Society’s business and what 
kind of capital makes a person a member? What other kind of capital is 
sometimes invested in a Co-operative Society ? 


8. What are assets? What are liabilities? Give two examples of 
each. 


9. Indicate which of the following items are assets and which are lia- 
bilities in the books of a Co-operative Society :— 

A horse; members’ share capital; £500 invested by the society in the 

C.W.S.; £100 owing to the society for goods supplied to members; 

£50 at the bank; £200 owing to depositors in the savings bank. 


10. What is the meaning of ‘“‘ Balance Sheet ’” in a Co-operative Society 
and in a non-co-operative business ? 


11. It is said that every business transaction involves two persons. Give 
three examples to illustrate the truth of this statement. What names are 
given to the parties to the transactions ? 


12. Why is the name “‘ surplus ”’ used in reference to the trading operations 


of a Co-operative Society, and why is the use of the word “ profit ’’ wrong 
in this connection ? 
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CHAPTER 


THE ESSENTIAL PRINCIPLE OF DOUBLE 
ENTRY BOOK-KEEPING. 


SINGLE ENTRY BOOK-KEEFPING. 

F at the beginning of a year a trader ascertained the difference 

| between the assets of his business and its liabilities to persons 

other than himself, that difference would be what belonged 

to him as owner, and it would be called his capital. If he withdrew 

and deposited nothing during the year and made a similar calcula- 

tion at the end of the year, any increase in his capital over that 

at the beginning of the year would represent his profit for the 

year. If his capital had decreased, the amount of the decrease 
would represent his loss during the year. 


In former times this was, indeed, the method adopted to ascer- 
tain the profit or loss for the year. Such a system of ascertaining 
the profit or loss is based upon a method, or system, of keeping 
books known as the Single Entry System, because each transaction 
is entered once, and once only. This system has many defects, the 
principal one being that any mistake in ascertaining the assets 
or liabilities leads to a wrong declaration of profit or loss for the 
year. The system almost universally employed at the present 
time is the Double Entry System, so called because each transaction 
is recorded twice. This system avoids the serious defects of the 
Single Entry System. 


JHE, DOU BEES ENT R Yess hele 


Two Parties to Every Transaction. 

Every business transaction involves two persons. If goods are 
bought, there is a buyer and a seller. If goods are sold, there is, 
again, a buyer and a seller. If money passes, there is a payer and 
a teceiver. If the ownership of property passes from one person 
to another, there is one who parts with the ownership and one 
who receives it. Double Entry Book-keeping records both sides 
of every transaction. One entry shows the relation of the business 
to the outside party, and the other shows the relation of the outside 
party to the business. 
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Debit and Credit Entries. 


In all cases, the receiver of goods, money, or the ownership of 
property is a debtor for what he receives; and the one from whom 
he receives it is a creditor for what he has parted with. An entry 
in the books which shows that a person is a debtor is known as 
a debit, or debtor (often abbreviated to Dr.) entry; whilst the record 
of the other side of the transaction, showing that a person is a 
creditor, is known as a credit, or creditor (usually abbreviated to 
Cr.), entry. To facilitate the recording of these debit and credit 
entries, those books of record which have to show debtor and 
creditor relationships are ruled with the left-hand side for the 
debit, or Dr., entries, and the right-hand side for credit, or Cr., 
entries; and the respective sides are usually headed Dr. and Cr. 
As young students are often confused regarding the position of 
the Dr. and Cr. columns, they might remember the mnemonic 
Doctor Cross—abbreviated to Dr., Cr—which will remind them 
that, reading from left to right, Dr. comes before Cr. As they 
proceed with their study they will remember which is the Dr. side 
and which is the Cr. side without any such aid. 


The Allocation of Debit and Credit Entries. 


In Chapter I. reference was made to a society’s purchase of 
goods from the C.W.S., and-it was pointed out that the society 
was.a debtor for the goods bought. We can now see that the C.W.S. 
was a creditor for these same goods. There must be two entries 
for this transaction—one to show the society a debtor for the goods, 
and one to show the C.W.S. a creditor for them; a debit entry is 
required in the first case, and a credit entry in the second place. 


We have now to notice a very important distinction between 
the entry as the transaction affects the society, and the entry as 
the transaction affects the C.W.S. We may, for convenience, 
take the second record first. In a book known as the Ledger there 
is a page set aside for each person or firm to record all transactions 
with that person or firm. ‘here is one such page for recording all 
the transactions with the C.W.S., and the name Co-operative 
Wholesale Society Ltd. will appear at the head of this page. The 
page will be divided into two halves by a line running from top to 
bottom. On the left of this line will be the columns for recording 
the debit, or Dr., items; and on the right of the line will be the 
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columns for recording the credit, or Cr., items. The following 
ruling illustrates the heading of a page in the Ledger :— 


CO-OPERATIVE WHOLESALE SOCIETY LIMITED, 


Dr. 1, Balloon Street, Manchester. Cr. 
Invoice 
Cash , No. or 
Date. Narration. Book Date. Narration. ise 13% 
Folio. Folio. 
Etsicd £ osrxd 
| 


(See Chapters III. and VI, for fuller description.) 


The difference between the totals of the two sides of the Ledger 
Account of the C.W.S. in the books of the retail society at any 
moment—known as the balance of the account—shows the amount 
for which the C.W.S. at that moment is a debtor or a creditor of the 
retail society. Reciprocally, it will show the amount for which the 
retail society is debtor or creditor, for if the Ledger shows that the 
C.W.S. is a creditor for £50, that must be the amount for which 
the retail society is a debtor to the C.W.S. A Ledger may be said 
to be a book in which all the items relating to one person or account 
are collected on one page, and arranged in debit and credit form. 
The C.W.S. page in the Ledger, therefore, collects all the items— 
whether debit or credit—telating to the C.W.S. 


This is fairly simple and straightforward as a record of that 
side of a transaction which affects the firm from which a society 
has bought goods, or to which it has sold goods. It is when we have 
to record that side of the transaction which affects the society 
that the student meets what seems to be a difficulty, though it 
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ceases to be a difficulty after a little time. We have seen that 
when the C.W.S. was a creditor we entered an item on the credit 
side of a page specially set aside for the C.W.S. When the debtor 
side of this transaction is entered, to show the society a debtor, 
it is not entered on a page bearing the name of the society, as was 
the case with the C.W.S. Instead, it may be entered upon any one 
of a number of pages, according to the nature of the transaction. 
What happens is that the society is considered to have an unlimited 
number of sections or departments (not to be confused with 
departments for grocery, drapery, and other trades), and the debit 
or credit entry as it affects the society is carried to the account 
of the appropriate department. 


Thus, in the case mentioned above—goods bought from the 
C.W.S.—the C.W.S. account was credited to show the C.W.S. 
side of the transaction, and an account known as the ‘‘ Goods 
Account,” or “‘ Purchases Account,’ will be debited to show the 
retail society’s side of the transaction, the goods having been received 
by the goods department, which is, therefore, a debtor for them. 
When the goods are paid for, the C.W.S. account will be debited 
with the amount paid, and the retail society will credit its Cash 
Account, the cash department having parted with the money, and 
therefore is a creditor for the amount. If the society sold goods, 
it would debit the purchaser (the receiver) and credit its Goods 
Account (which parted with the goods); and when it received 
payment, it would debit the Cash Account (which receives the 
money) and credit the payer (who parts with the money). Further 
examples in illustration of this point are given in the next chapter. 


The Golden Rule of Double Entry Book-keeping. 

It will now be seen that since every transaction involves, in the 
. Double Entry System, a debit entry for the amount represented 
_ by the transaction, and a credit entry for a similar amount, the 
total of the debit entries should agree with the total of the credit 
entries. If the totals do not agree, a mistake has been made, and 
the Double Entry System has helped to disclose it. The golden 
rule of Double Entry Book-keeping may be said to be: “ Every 
debit has a corresponding credit, and every credit has a corre- 
sponding debit.’’ The receiver of goods or money is a debtor for 
what he receives, and the one who hands over goods or money 
is a creditor for what he parts with in goods or money. 
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It is necessary to stress the last sentence in the preceding 
paragraph. The student, until he begins his study of Book-keeping, 
usually thinks of a debtor as a person who owes something—which 
is tight as far as it goes. He would not be inclined to call a person 
a debtor when that person is receiving a sum of money that is 
owing to him. Yet, as we have seen, that person must be con- 
sidered a debtor for what he receives. Similarly, a person must be 
considered a creditor when he pays away goods or money—even 
though that money may be payment of a debt he owes. At the 
same time, the word debtor is also applied to a person who owes 
something to another person; and the word creditor is applied to 
a person to whom another person owes something. In the former 
case, the debtor’s receipts have exceeded his payments to the firm 
to whom he is a debtor—the firm’s debit entries in the debtor’s 
account in its books will exceed the credit entries; and in the latter 
case, the firm’s payments to the creditor are less than the amount 
credited to the creditor—the firm’s credit entries in the creditor’s 
account in its books will exceed the debit entries. 


SUMMARY. 


Every business transaction involves two persons—a debtor (who is the 
one receiving goods, money, or some other advantage) and a creditor (who 
is the one who parts with the goods, money, or other advantage). The entry 
recording the debtor side of this transaction is known as a debit entry; 
and the entry recording the creditor side of the transaction is known as a 
credit entry. 


Double Entry Book-keeping derives its name from the fact that both 
sides of the transaction are recorded in the books of the business. Hence 
the golden rule of Double Entry Book-keeping: ‘“‘ Every debit has a 
corresponding credit, and every credit has a corresponding debit.’’ It follows 
from the application of this rule that the total of the debit entries during 
any period should equal the total of the credit entries. If the totals do not 
agree, an error has occurred in the making of the entries. 


A Ledger is a book in which a page is reserved for each person or account, 
and all the entries referring to that person or account are eventually collected 
on that page. The page is divided into two halves by a line running from 
top to bottom. ‘The half of the page to the left of this line is known as the 
debit, or debtor, side, and the abbreviation Dr. is placed at the head of 
the page on this side, whilst the half of the page to the right of this line is 
known as the credit, or creditor, side, and the abbreviation Cr. is placed at 
the head of the page on this side. All debit entries (i.e., those showing 
a person or account a debtor) are entered on the debit, or Dr, side, and all 
credit entries (i.e., those showing a person or account a creditor) are entered 
on the credit, or Cr,, side. 


The difference between the totals of the two sides, i.e., the Dr. and Cr. sides, 
of a Ledger Account is known as the balance of account. If the total of the 
Dr. side is greater, the surplus, i.e., the balance, is a debit, or Dr., balance; 
if the total of the Cr. side is greater, the surplus, or balance, is a ‘credit, or 
Cr.. balance, The balance of an account with a person shows how much 
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is owing fo that person by the society, or how much is owing ¢o the society 
by that person. If the person’s Ledger Account in the books of a society shows 
a credit surplus, or balance, the person is a creditor of the society for that 
amount; and, reciprocally, the society is a debtor to the person for the 
same amount. If the person’s Ledger Account in the books of the society 
shows a debit surplus, or balance, the person is a debtor to the society for 
the amount of the balance; and, reciprocally, the society is a creditor of the 
person for the same amount. 


When a society has transactions with a person, it debits or credits that 
person’s account as may be required. If the person has received goods or money 
from the society, his account is debited; if the society has received goods 
or money from him, then his account is credited. Whilst there is one page 
in the Ledger to record all the debit and credit entries affecting the person 
to whom that page is assigned, no single account is debited or credited with the 
items for which the society is a debtor or creditor. Instead, some appropriate 
internal account is debited or credited. Thus, when the society is a debtor for 
goods received, the Goods Account is debited; when it is a debtor for other 
things, other accounts (to be explained later) are debited in similar fashion. 
When a person has received money from the society, that person is debited as 
explained above; the corresponding entry, showing the society a creditor, 
will be a credit entry in the Cash Account. If goods are sold to John Smith, 
then John Smith’s account will be debited and the society’s Goods Account 
will be credited with the amount of the sales. When John Smith pays cash 
for the goods, the Cash Account will be debited and John Smith’s account 
will be credited. 


QUESTIONS AND EXERCISES. 


1. What is the golden rule of Double Entry Book-keeping ? Explain it 
by reference to a purchase of goods by a retail society from the C.W.S. 


2. What is a Ledger? Give the rulings of a page in a Ledger. 


. 3. Explain how a society is affected as a debtor or as a creditor when it 
(a) receives money from a member, and (b) pays for goods it has bought. 
How does it show itself as a debtor or creditor in its own books in the two 
cases given ? 


4. Why should the total of the debit entries during any period agree with 
the total of the credit entries during the same period ? If the two totals do not 
agree, what would you conclude ? 


5. What is a debit balance and what is a credit balance of a Ledger 
Account ? 


6. Make up a Ledger Account, headed “Cash Account,” to show the 
following items in the books of the A. B. Co-operative Society Ltd. :— 


i 

Jan. 1.—Received from A. N. Other ..........-..csescerereercnserseeee 20 
TL 2.—Received from Walter Gee o.0.... ste veeccgeorewenseesccereises 5 
eee oe Pal dena tiica civarnavn naciisse a secerstoinuecdscndquesesc sari ceamcnsns 6 
»  3—Received from Henry Clay ......:c.sceceeeseeeeeeeeeeeee ees 10 
We Gl Paid Georpenklen ty rrsucsecemess--a-eccrataccamesaaiedesas sesige 16 


7. Look through the items in Question 6 and indicate the debtor and 
creditor in each of the transactions there given. 


8. In what two ways are the terms ‘‘debtor’”’ and “creditor ’’ employed 
in Book-keeping ? 

9. Make out a Ledger Account as for the C.W.S. in the books of a retail 
society, and show in it three items of £30, £20, and £10 respectively for goods 
purchased, and two items of £30 and £20 for cash paid by the retail society. 
Where will the corresponding entries completing the double entry be found ? 
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10. What is the principal advantage of Double Entry Book-keeping over 
Single Entry Book-keeping ? 

11. It is said that in Double Entry Book-keeping both sides of every 
transaction are recorded. Explain this, using the following three items as 
illustrations :— 

Receipt of £5 share capital from Henry Ford. 


Purchase of goods from A. Merchant for £50. 
Part payment of account to A. Merchant, £30. 


12. It is said that the C.W.S. account in the Ledger shows the amount for 
which the C.W.S. is debtor or creditor to the retail society, and, reciprocally, 
the amount for which the retail society is debtor or creditor to the C.W.S. 
Explain the second half of the statement. 
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CHAPTERIL 


THE JOURNAL AND ITS RELATION TO 
Pri he DGER: 


THE WASTE BOOK. 
We entries relating to a business must have a first entry— 


a beginning point, though they may be transferred, 

classified, and arranged many times before they find their 
final resting-place in the balance sheet of the business. In the 
olden days, each transaction as it occurred during the day was 
entered in a book known as the Waste Book, from which the entries 
were afterwards transferred to the appropriate accounts in other 
books. Such a book—really only a substantial memorandum 
‘book—is no longer kept. 


THE JOURNAL. 


The Limited Use of the Journal. 

When the Waste Book went out of use, another book, the 
Journal, was kept, its name indicating its connection with the 
daily transactions of the business. The Journal, too, has now 
almost entirely ceased to exist in its original form, and has been 
replaced by other books which are really sections, or divisions, 
of the Journal, for they deal with sections of the entries formerly 
included in the Journal. Thus the Purchases Book, the Expenses 
Book, and the Sales Book, which will be explained later and the 
purpose ot which is indicated by their name, deal with groups of 
items that would formerly have been found in the Journal. As 
Mr. Alfred Wood wrote in Co-operative Book-keeping, first pub- 
lished in 1904, there are only two essential books in Book-keeping 
—the Journal and the Ledger. All the other books are divisions, 
or sub-divisions, of the Journal or Ledger. The Journal, or its 
sub-divisions, may be looked upon as the starting point for all 
the entries, these being afterwards posted to their appropriate 
accounts in the Ledger. In the Journal the transactions are entered 
in date order as they occur; but in the Ledger they are classified 
according to their nature or according to function. 
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The Journal itself is now retained for only a small number 
of entries for which a convenient starting point is not found in 
other books; but it is a very convenient medium for illustrating 
the principle of double entry and for the working of exercises. 
The student should remember these limitations and qualifications 
when reading what follows about the Journal. 


What is the Journal ? 

The Journal, as at present used, is a preliminary, or primary, 
book of entry, showing the debit and credit entry for each item 
entered therein. On the right-hand side of each page it is ruled 
with double cash columns, the first of which is for debit entries, 
and the second one for credit entries. It also has columns for 
date, narration, and Ledger folio reference. The following is a 
typical ruling of a page in the Journal:— 


JOURNAL. 
Date. | Narration. | ee | | Dr. Cr. 
\ - ees £ sia 
Jano ls) Goods Account -. enc. sccce ss) lO. 0) 
CW SNY aM aodeterte ans | 50 0 0 


The debit and credit entries for each transaction are recorded 
on successive lines, the debit entry usually preceding the credit 
entry, as shown in the foregoing illustration, which records a 
purchase of goods value £50 from the C.W.S. by a retail society 
whose Journal is being described.* 


* This example is given merely for the purpose of providing a simple illustration of the method of 
entering 1tems in the Journal. As mentioned in an earlier paragraph, purchases are not nowadays 
entered in the Journal but in the Purchases Book, which is really a sub-division of the Journal and 
takes the place of the Journal for the recording of purchases. Bearing this in mind, we can follow 
the entry for goods in the Journal, because it is an example which enables us to explain the double-sided 
nature of every transaction, as well as to explain the use of the Journal for other items which are the 
same in principle but too difficult for the beginner to understand at this point. It is a longer process 
but not wrong, to journalise purchases; and the employment of the Journal at this stage enables the 
student to get a better grasp of fundamental principles more easily. 
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From the Journal to the Ledger. 

The entries in the Journal are carried from the Journal to the 
appropriate account in the Ledger, where they appear on the same 
side as in the Journal.* The Goods Account in the Ledger will be 
debited, for example, with the £50 shown in the foregoing illustra- 
tion; that is to say, the item of £50 will appear on the debit side 
of the Goods Account. The item £50, appearing in the credit 
column of the Journal for the C.W.S., will be transferred to the 
credit side of the C.W.S. account in the Ledger. When the items 
are transferred from the Journal to the Ledger, the page of the 
Ledger—usually known as a folio—to which each item is trans- 
ferred is entered in the reference column opposite the item to 
which it refers. 


Example of Journalising. 

The journalising of transactions is a good exercise for new 
students, as it develops in them the capacity to recognise quickly 
the two-sided nature of each transaction and the accounts in which 
each side of the transaction is to be recorded. Let us, then, examine 
the following items and journalise them in the books of the None- 
‘uch Co-operative Society Ltd. The items are numbered merely 
for convenience of reference in this explanation :-— 


£ 
(1) Jan. 1.—Received goods from the Manchester Productive Society Ltd. 30 
(2) ,, 2.—Received goods from the Co-operative Printing Society Ltd. 20 
(3) ,,  3.—Received cash from John Jones as share capital ............... 80 
(4) ,, 5.—Paid Manchester Productive Society Ltd. .............:.s:eeeeeee 30 
(5) ,, 6.—Received goods from the Co-operative Wholesale Society Ltd. 20 
(6) ,, 6.—Received cash from John Smith as share capital ............... 50 
(7) ,, 7.—Received cash for goods sold in shop during week ............ 150 
(8) ,,  /— Paid Co-operative Printing Society Ltd.........0.......-.060e.cen 20 
(9) ,, 8—John Jones withdrew from the society share capital............ 10 


Item No. 1.—The society has received goods from the Man- 
chester Productive Society, and is therefore a debtor for the value 
of the goods, whilst the Productive Society is a creditor for the 
same amount—f30. In accordance with the practice explained 
in Chapter II., and illustrated by reference to a purchase from the 


* Students should note carefully that the items are entered in the Ledger on the same side as in the 
Journal, which merely indicates the accounts (and the sides of the accounts) in which the two sides 
Of every transaction are recorded. Many students, having noticed in their daily work in the office 
that items in, e.g., the Cash Book, are posted from the Dr. or Cr, side of one book to the opposite side 
in the Ledger, are inclined to proceed in the same manner with the items in the Journal. Thisis wrong, 
The Journal entries merely tell us where the two sides of every transaction are to be recorded in the 


Ledger. 
B 
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C.W.S. in a preceding paragraph in this chapter, when the society 
is a debtor or a creditor it debits or credits some account of the 
business according to the nature of what it receives or pays away. 
As it has received goods in this case, it debits the Goods Account 
and credits the Productive Society with £30, as follows :— 
(Seek Gly fo Seeds 
an le GOOUSHACCOUMT sy asrasnscsacecc sac tamvanadserenr Dry. 30 0 0 
Manchester Productive Society Ltd. ...Cr. 30 0 0 
Item No. 2.—This transaction is similar in type to that covered 
by item No. 1, and the entry in the journal will therefore be:— 
ie iSemace fe ES 
Fane2'— Goods ACcomints.c.e....,<sseee os asseetnscctsesectes De 20) 00 
Co-operative Printing Society Ltd....Cr. 20) 07 50 
Item No. 3.—The society has received cash from John Jones. 
Being a debtor, it debits the appropriate account—the Cash 
Account—and credits John Jones (Share Capital Account) :— 


Hh Sis, «ale 
ian 3. —— CasheACCount. sneeeessssedseened aceciereeessacers Dye ei) Wo 
John Jones (Share Capital Account) ...Cr. 80 0 0 
Item No. 4.—The society has paid the Manchester Productive 
Society Ltd. the sum of £30. It 1s therefore a creditor for this 
amount, and the Productive Society is a debtor. Hence it credits 
the Cash Account with the amount paid, and debits the Productive 
Society with the same amount :— 
Saas SmtSeence 
Jan. 5—Manchester Productive Society Ltd...... Dr Se Om 
Gash: AGComumn't aecessassinececasetnslemeaecicosecs Cr. 30 0 0 
Item No. 5.—The society has received goods of the value of 
£20 from the Co-operative Wholesale Society Ltd. The transaction 
is similar in type to those covered by items 1 and 2, and the entries 
are therefore similar :— 
amy Gi = GOODS =A CCOUME ceccseey coctncse cece neon sememant Dr. 20 0 0 
Co-operative Wholesale Society Ltd. ..Cr. 20200 
Item No. 6.—This transaction is similar to that of item No. 3, 
and the entry is therefore similar :— 
Pert 
JfarG Cash ACCOMM Erwass. civics sis ccm ose ste ecsterieneisne Dr 5S0 ONO 
John Smith (Share Capital Account) ...Cr. 590 0 O 
Item No. 7.—This item covers what is sometimes called a double 
transaction. ‘The society has received £150 in cash for goods sold 
during the week. In theory, all the purchasers are, in the first 
place, debtors to the society for the value of the goods they have 


THE JOURNAL AND ITS.RELATION TO THE LEDGER. 19 


received, and the society is a creditor for the same amount—J{150. 
Having paid for the goods, the purchasers are, in the second place, 
creditors for the same amount, and the society is a debtor for it. 
The following entries represent what has taken place:— 


oS. al i Se Gl 

Jan. 1-7.—An unknown number of Purchasers...Dr. 150 0 0O 
GoodsTAGCOUME Ge sccsareeeesces dese seeses Cr. SOR ORO 

P We —_ CaSHeNGCOLit mer ecetne ee eeeettee cater ee es Byres ike! XO) x0) 
An unknown number of Purchasers Cry. 150 0 0O 


It would not be impossible to have a Ledger Account for each pur- 
chaser, and to debit him with the amount of his purchases—it is 
done in manufacturing and wholesale businesses where the pur- 
chasers are fewer in number, and it must be done in retail businesses 
where credit is given; but the task is enormous and unnecessary 
when the purchases are cash purchases. We can cut out the debit 
and credit entries as they relate to the purchasers, and we then have 
left the following entries, which are sufficient for our purpose :— 


HE as xGly i Bo Gl. 
Wee AINA COON Lys eeemsis ctsinte elsisnicte slaisioteis sieresis'> Dy. 150 0 O 
GoodSeA Ceo incsccssasceceercmeneet oe Cr. 150 0° 0 


It may be noted here that wage payments may be treated as a 
ouble transaction. There are others which will be explained later. 
In general they may be said to be cash transactions. 


Item No. 8.—This transaction, a payment of £20 to the Co- 
operative Printing Society Ltd., is similar in type to that of item 
No. 4, and the correct entry is therefore :— 

i Smads aesaade 
Jan. 7.—Co-operative Printing Society Ltd....... iD 250) 10) 
AS HWA CEO ULE a arenas ae ates sniemiielsleinelsicals Cr. 20 Ome O) 

Item No. 9.—John Jones has withdrawn £10 of share capital 
from the society. ‘The society, having paid the amount, is a creditor 
for £10, and John Jones is a debtor. As the cash department has 
paid the amount, the Cash Account is credited, and John Jones, 


who has received it, is debited as follows:— 
Ih aes 
Jan. 8.—John Jones (Share Capital Account) ...Dr. 10 0 
CASITA CCOTITE Mires we ccapene sicteisislammeisinnesie ste Cr, 10 0 O 


Gl. Hh ashy, tale 
0 


Agreement of Debits and Credits not a Proof of Complete 
Accuracy. 
These entries in the Journal complete the record of the trans- 
actions given on page 17, so far as the Journal is concerned, and 
they are therefore set out in the following table in continuous 
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form, as they would appear in the Journal. From this point the 
entries are carried to the Ledger Accounts from the Journal. Before 
entering them in the Ledger it will be well to total the Dr. and Cr. 
columns of the Journal, in order to sec that the totals agree, for a 
mistake will have been made if they do not agree. We find the 
total is £410 in each case. It does not follow that there are no 
mistakes because they agree. An item may have been entered 
to the wrong account, e.g., to the account of John Jones instead 
of to the account of John Smith. We have only proved that the 
total of the credit entries agrees with the total of the debit entries :— 


JOURNAL. 
Date. | Narration. oe Dr. Cr 
| 
| [EE Ie al Hee Se cal 
Jian SGoOodS ACCOUNT mea ecsedtedcreses ase Dry, Le ss ORO 
| Manchester Productive Society | | 
| 10 ate en ce eae er ie Criventin | 30 0 0 
Pec GOOGSeA COOL taremceeeerertt ae mmteceren ts Dr. Le ZO Om 
| Co-operative Printing Society 
LAG Usenet eee cesccoaeesee Cr| 4 20 0 0 
» © | Cash’ Account... A a Cae hess Dy. Z 80 0>-0-| 
| John Jones (Share Capital A/c.) Cr.) 6 | | 80 0 O 
», 9| Manchester Productive Society | | 
Tid vee seek ace Die Si), 30 5067 
| ashe \acoun teceeeee eee cere Foe GN me | 30 0 0 
Poll GoodsmAccounte een aee oer Del 1 11. 2040 OF 
| Co-operative Wholesale Society Cr. 
| Tid. sn reeu tase osee cus eseaeeeetenas 5 20 700 
i GP Cash™ ACCOMM E ss nactasesr aca senate Dre? 50S OmnO 
| John Smith (Share yore Alc.) Cr) 7 | 50 0°0 
Beal Cash Aecounteenns: SE ra Dy) 2 ae 150mm G 
Goods pAccouityssssesni teres Criee 150 0 0 
» 7| Co-operative Printing Society | | | 
Titd. Seen Dee 4A R208 0 On 
| _ Cash Account... erst (CPi e 29) ORO) 
je Sale OMT ONES s..osysascacepeeemestiteace Dr. 6 LOROmO 
| CasheAccotnitercr cree Peta Cr Za) 10 0 0 
| er | 
£410 0 0 {410 i) 


Entering the Ledger from the Journal. 

We may now proceed to enter the foregoing items in the Ledger, 
remembering to enter each item on the side of the Ledger—Dr. 
or Cr.—indicated in the Journal, and to enter in each case the Ledger 
folio reference number in the Journal, and the Journal folio reference 
number in the Ledger Account. Another important point must be 
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noticed and have attention. In the narration of each entry we 
must enter the name of the account where the corresponding entry 
is to be found. Thus, when entering the first item in the Goods 
Account in the Ledger, we must write ‘‘ To Manchester Productive 
Society Ltd., £30”’; and in the account of the Manchester Pro- 
ductive Society we must enter ‘By Goods Account, £30,” or 
simply, ““ By Goods, £30.” 


It will be noticed that the word “To” prefaces all entries on 
the Dr. side of Ledger Accounts, and “‘By’’ prefaces all entries 
on the Cr. side of Ledger Accounts. To assist in remembering that 
“To” precedes ““ By ”’ in reading the page from left to right, the 
student should think of the name Toby—To-By—just as he was 
recommended to think of Dr. Cross as a means of remembering 
that Dr. precedes Cr. in reading the page from left to right. The 
correct way of reading an item is “Dr. to” or “Cr. by,” eg., 
“Goods Account debtor to Manchester Productive Society,’ or 
““Manchester Productive Society creditor by Goods.”’ 


LEDGER ACCOUNTS. 


Page 1 
Dr. GOODS ACCOUNT. Cr. 
| Mou) 36 an teloal Mallee Gy le 
Jan. 1 To M/C. Prod. | | Jan.7| By Cash......... ESO OO 
Soc. Ltd.| 1 | 30 0 0 
2| ,, Co-op. Pr’tg 
Soc. Ltd| 1| 20 0 0 || 
6| ,, Co-op. Wh. 
SoCal cae sia 20) 01 0 
Page 2 
Dr. CASH ACCOUNT. Cr. 
eee Le = ae 
| |J-| £ s 4. | i sod 
~ jan. alee John Jones.) 1} 80 0 O|| Jan. 5 By M/C. Prod. 
yy ea John Smith) 1 | 50 0 0 | Soc. Ltd. 1 | 30 0 0 
Pa GCOdS cgi: L150 .0- 0) 4, 7 ,, Co-op.Pr’tg 
| | Soc, Etdiieis 220) 050 
| Hale |  g|,, John Jones.) 1 | 10/0 0 
| _ | : 
Page 3 


Dr. MANCHESTER PRODUCTIVE SOCIETY LIMITED. fe Cr. 


| Paras | ie oe. 
Jan. 5| To (CAR ig sadsaeut | eo O 0 | eR Bea Bees hy LaaOo 0. <0 
| I | 
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Page 4. 
Dr. Co. OPERATIVE PRINTING SOCIETY LIMITED. Cr. 
tee 1 | / 
ly. Aese dans|| | Ja ase 
Jan. 7| To Cash ....... | 1 20 0 0 a Jan. 2 fy Goods... 1 | 20° 6 © 
Page 5. 
Dr. CO-OPERATIVE WHOLESALE SOCIETY LIMITED. Cr. 
| | } | y. fo SiGe 
| | Jane) ee ae: | 13; 20 30 Fo 
— at SS ae! -— === — as — a — aaa SO = 
Page 6 
Dr. JOHN JONES—SHARE CAPITAL ACCOUNT. Cr. 
eae ad: | | Keer a. 
Jan. 8| To Cash ....... 1 i 0 0 Jan. 3| By Cash........ ba? | 80 0 0 
= — — 1 — = | = = 
Page ie 
Dr. JOHN SMITH—SHARE CAPITAL ACCOUNT. Cr. 
| | | | J. | Hes. ick 
| | [5 Jan. 6| By Cash........ }1| 50 0 0 


With the completion of these Ledger entries, this chapter may 
well be brought to a close. The chapter is an important one, and 
the student should not pass from it until he is sure that he has 
mastered its contents. Without that mastery, succeeding chapters 
will present difficulties; but with that mastery the contents of 
succeeding chapters will be more easily understood. 


SUMMARY. 


All transactions must have a book of primary entry, from which the entries 
are derived for the Ledger Accounts. The Journal is a book of primary entry. 
It has a column for the date of each transaction recorded, one for narration, 
one for the Ledger folio (for reference purposes), and two cash columns— 
one for debit entries and one for credit entries. The debit and credit sides 
of each transaction are shown on successive lines. 


The Journal is not much used in modern systems of account-keeping, 
since time is saved by employing, instead, Purchases Books, Sales Books, and 
certain other books as books of primary entry; but the Journal is still 
employed for certain transactions that do not find a suitable place of 
primary entry in other books. It is not wrong, but simply uneconomical to 
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employ it for all.transactions. The Journal is also useful for “ drilling ” 
purposes when students are learning the double-sided nature of business 
transactions, and are applying the principle of ‘‘ every debit has a correspond- 
ing credit,” in discovering the correct accounts in which these debits and 
credits should be recorded. The total of the debit entries should equal the 
total of the credit entries in the Journal. 


The items are transferred from the Journal to the Ledger Accounts—the 
debit items to the Dr. side of the Ledger, and the credit items to the Cr. side 
of the Ledger. In the Ledger, the debit items are preceded by the word “ To ”’ 
and the credit items by the word “ By.’’ In each account the name of the 
account in which the corresponding entry is to be found is given in the 
narration column. 

Some transactions are known as “ double ” transactions. An example of 
such transaction is a sale of goods for ready money. Instead of first debiting 
the purchasers and crediting the Goods Account, and afterwards debiting 
the Cash Account and crediting the purchasers (i.e., the payers), the Cash 
Account is debited direct, and the Goods Account is credited, the necessity 
for Purchasers’ Accounts being thereby eliminated. 


QUESTIONS AND EXERCISES. 

1. What is the Journal ? For what purposes is it useful ? 

2. Prepare the rulings for a page of the Journal of the C. D. Co-operative 
Society Ltd., and enter the following transactions :— 

Jan. 1—Shop takings, £50. 

», 1.—Paid cash for goods, £2. 

2.— Bought goods from Co-operative Wholesale Society Ltd., £50. 
2.—Shop takings, £40. 
3.— Bought goods from Co-operative Boot Society Ltd., £20. 
3.—Shop takings, £45. 
4.—Paid Co-operative Wholesale Society Ltd., £40. 
4.—Received from Charles Howarth, £20, share capital. 
4.—Shop takings, £50. 

3. What is a “double” transaction, as explained in this chapter ? 
Give an example and show how it should be journalised. 

4. If the totals of the dehit and credit columns of the Journal agree, how 
far is it a proof that the entries are quite accurate ? What kind of errors 
might still exist ? 

5. From the Journal entries, prepared in answer to Question 2, open and 
enter up the necessary Ledger Accounts to record the transactions. 

: 6. Journalise, and enter in the Ledger from the Journal, the following 
transactions of a Co-operative Society :— 

Feb. 1.—Received £10 share capital from John Lord. 

1.—Shop takings for goods sold, £30. 

1.—Bought goods from A. Smith, £20. 

2.—Shop takings for goods sold, £35. 

2.— Bought goods from Co-operative Wholesale Society Ltd., £40. 

3.—Shop takings for goods sold, £35. 

3.—Paid-A. Smith, £20. 

7. How would you journalise the following items :— 


(a) Goods returned to the society by a member, and the amount 
originally paid by him (£5) refunded by the society. 


24 THE JOURNAL AND ITS RELATION TO THE LEDGER. 
(b) Goods, value £10, returned to the Co-operative Wholesale Society 
Ltd. 


(c) A sum of £10 owing to the society paid by the debtor. 


8. It is said that only two books are really essential for Book-keeping. 
What books are they, and how do they resemble and differ from one another ? 


9. It is said that the Journal is not now used much in business. For what 
entries is it still used, and why is it desirable that a student should learn to 
journalise at this stage of his studies ? 


10. Selecting six items of your own choice, show by entries in the Journal 
that every transaction involves two parties. 


11. The Journal is described as a book of “‘ primary entry.’ What does 
this mean, and where are the entries subsequently carried ? 


12. Should the debits in the Journal agree with the debits in the Ledger ? 
If there were any difference, how would you explain it ? 
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GHAPTER:# IV. 


CLASSIFICATION OF RECEIPTS AND 
PAYMENTS. 


RECEIPTS AND PAYMENTS NOT THE SAME AS INCOME AND 
EXPENDITURE. 

N order to proceed with our explanation of the accounts in 

| the Ledger, it is desirable to deal with the classification of the 

income and expenditure of a society, but before doing so it 

is necessary to explain the difference between Income and Receipts, 

and between Expenditure and Payments—a difference not commonly 
understood, and one giving rise to many errors. 


Income and Receipts. 

Income consists of money (or a claim to money) coming into 
the ownership of a person, though not necessarily into his possession. 
Receipts are payments of money actually received. For example, 
the interest added each year to the share capital of a member of a 
Co-operative Society is a part of the member’s income, even if he does 
not draw it from the society. It is only a receipt when he draws 
it. It may, therefore, be both an item of income and a receipt, 
but it may be income only and not a receipt. I may sell goods to 
a person for £20. In making up a statement of income and 
expenditure, I must take that £20 into account as part of my 
income, although it is not paid to me (i.e., it is not a receipt) until 
some date after my statement of income and expenditure has been 
made up. 


Expenditure and Payments. 

Similarly, expenditure differs from payments—a statement 
that is more obvious. I may spend £300 on a motor-car, but 
spending the money is quite different from the paying of the money, 
otherwise there would be no bankrupts, for bankrupts are persons 
who have bought more than they can pay for—their expenditure 
has exceeded their payments and their ability to pay. 
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Income and Expenditure Account. 

Our income is therefore made up of the amounts for which we 
become a creditor, whether the amounts are paid to us or not; and 
our expenditure is made up of the amounts for which we become 
a debtor, whether we pay these amounts or not. An Income and 
Expenditure Account shows all our income and expenditure for a 
certain period, and whether our income has exceeded our expenditure 
—a position of solvency—or whether our expenditure has exceeded 
our income, in which case we are going in the direction of insolvency. 
Persons or firms are insolvent when their liabilities exceed their 
assets and they are unable to pay their creditors 20s. in the £ for 
the debts owing to them. 


A Receipts and Payments Account and an Income and Expendi- 
ture Account compared. 

A Receipts and Payments Account shows the actual cash 
receipts and payments for a certain period, and does not necessarily 
reflect, exactly, the income and expenditure for that period. A 
person’s income may exceed his expenditure and yet he may have an 
overdraft at the bank; a person’s receipts may exceed his payments 
and yet he may be carrying on his business at a loss. In the latter 
case, the person’s expenditure will be in excess of his income, but 
his receipts are greater than his payments because he is paying 
his creditors more slowly than his debtors are paying their accounts 
to him. The receipts and payments of a business seldom coincide 
with the income and expenditure of that business during any one 
period, though they must be approximately the same when the 
figures for a number of years are grouped together. 


There is much in the foregoing paragraphs that will probably 
perplex the student, but a thorough understanding of the difference 
between income and receipts and between expenditure and pay- 
ments is essential to the perfect keeper of accounts, and the student 
should not leave the subject until he understands the difference. 
He will learn later that a Trading Account is of the nature of an 
Income and Expenditure Account (it takes no account of whether 
goods or expenses are paid for or not), and a Cash Account and 
Bank Account are of the nature of a Receipts and Payments Account. 


In a Receipts and Payments Account the receipts are entered 
on the Dr. side, for the business is a debtor for them; and the 
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payments are entered on the Cr. side, for the business is a creditor 
for them. In an Income and Expenditure Account the income is 
entered on the Cr. side, for the business is a creditor for the value 
of the goods supplied or services rendered to produce the income, 
whilst the persons to whom they have been supplied are debtors; 
and the expenditure is eutered on the Dr. side, for the business is a 
debtor for what it has bought and/or for the expenses it has incurred, 
whilst those who have supplied the goods or services are creditors. 


RECEIPTS AND PAYMENTS. 
(a) DIFFERENT CLASSES OF RECEIPTS, 

The money received by a Co-operative Society comes from a 
variety of sources, and is paid to it for a variety of reasons. New 
members often have to pay a small amount as entrance fee when 
they join the society, and they may have to pay for a copy of the 
rules and for a pass book. Members, new and old, contribute various 
sums as share capital from time to time, and both members and 
non-members may make deposits as loan capital or as savings- 
bank deposits. The society may be a shareholder in the C.W.S. 
or other Co-operative Society, and receive interest upon the amount 
so invested, or it may be a shareholder in a limited company, in 
which case the return upon its share investment is called dividend, 
and amounts of dividend will be received from time to time. A 
society may have lent money as loan capital to the C.W.S., to 
other Co-operative Societies, to companies, to municipalities, to 
the Government (e.g., war loan), or it may have lent money to 
members to purchase a house. Having lent money to any of these 
bodies or persons, the society is entitled to receive interest upon the 
amount lent, and such interest, when paid by the borrower of the 
money, is a receipt so far as the society is concerned. From time 
to time shares are sold or withdrawn by the society, or loans are 
repaid to the society by the borrower, and the sums thus passing 
into the hands of the society are receipts. The society sells goods 
to members, and, perhaps, to non-members, and when the pur- 
chasers pay for the goods—either at the time of purchase or later— 
the society treats the amount paid to it as a receipt. ‘There are 
other kinds of receipts, such as those arising from the sale of houses, 
buildings or machinery, from house rents and rents of halls, and 
from other less important sources, such as the sale of stamps or 
the receipt of deposits in connection with the clubs that societies 
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organise to enable members to pay small sums weekly until they 
have stfficient to buy some expensive article they desire. 


The Main Classes of Receipts. 

These various receipts can be grouped into two main classes, 
each of which can be further divided. These main classes are 
(1) Capital Account receipts, and (2) Revenue Account receipts. 
A minor class is Sundry receipts, consisting of receipts of minor 
importance to the business operations that do not properly belong 
to either class, e.g., money received on account of some other 
person to be handed to that other person. 


What is Capital and What are Capital Account Receipts? 

A business requires capital—buildings have to be bought or 
tented, wages and other expenses have to be paid, and goods have 
to be purchased. ‘The business cannot function unless it has money 
that can be laid out for these purposes. Money so applied is capital. 
Capital, to the accountant, is, therefore, money invested in a 
business for the purpose of enabling the business to be carried on; 
and Capital Account receipts include contributions of share capital, 
loan capital, savings bank deposits, repayments to the society of 
shares and loans that have been held in outside concerns, and 
money received for the sale of things in which the society does not 
deal as part of its ordinary business but which it employs for the 
purpose of securing revenue, e.g., houses, land, buildings, machinery, 
etc.* 


Revenue Account Receipts. 

Revenue Account receipts are those arising out of the employ- 
ment of the society’s capital. Thus, a part of the society’s capital, 
in the form of buildings, etc., is employed to carry on trading 
operations—the selling of goods—and these operations produce 
Revenue Account receipts. Another part of the capital is invested 
in shares or loans in other societies or companies, and the dividend 
or interest received on these shares or loans is a Revenue Account 
receipt. The shares or loans themselves are in the category of 
capital, and any alteration in their amount is a Capital Account 
item; but the interest or dividend from them is a Revenue Account 
item. The sale of a house produces a Capital Account receipt, but 
the rent of the house when paid is a Revenue Account receipt. 

; *lt a society was formed to build, or buy, and sell houses, or to make and sell machinery, the sale 


of these houses and machinery would produce Revenue Account receipts, not Capital Account 
receipts. 
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Classification of Capital Account Receipts. 

The Capital Account receipts can be divided into (1) Share 
Capital receipts, (2) Loan Capital receipts, (3) Savings-bank 
receipts, and (4) other receipts of a capital nature, such as invest- 
ments withdrawn, houses sold, etc. The last-named class will 
be dealt with more fully in a later chapter. It is necessary to 
notice the first three classes of receipts at this stage, because of 
their importance and the frequency with which they are to be 
found in the receipts of a society. 


Classification of Revenue Account Receipts. 

Almost all Revenue Account receipts are either (1) Trading 
Account receipts, or (2) Investments Revenue Account receipts. 
Money received for goods sold is obviously a Trading Account 
receipt, for it arises out of trading transactions. Dividend on 
purchases received from the C.W.S. is likewise a Trading Account 
receipt, for it arises out of the trading operations of the society 
with the C.W.S. Interest received on shares or loans is clearly 
an Investments Revenue receipt, because it arises from an invest- 
ment; and so is interest received on the balance at the bank, or on 
the debts owing by members. House rents received by a society 
are receipts from an investment in house property, and are therefore 
treated as an Investments Revenue receipt. 


In the Standard Balance Sheet adopted by the Co-operative 
Congress at Southport in 1925 a further class of revenue receipts 
is recognised—receipts from sundry earnings that do not belong 
either to the Trading Account class or the Investments Revenue 
class of receipt. These earnings find a resting-place in a Final 
Revenue Account, but such receipts are few in number, and they 
may be dismissed at this stage with this brief reference. They will 
be considered and explained at greater length in a later chapter 
dealing with the Final Revenue Account. 


(b) DIFFERENT CLASSES OF PAYMENTS. 


Having now noticed the different classes of receipts, we may 
turn our attention to the classification of payments. There are 
two principal classes of payments, just as there are two principal 
classes of receipts, and they bear the same names: (1) Capital 
Account payments, and (2) Revenue Account payments. As there 
was a minor class of receipts, known as Sundry receipts, so there 
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is a minor class of payments, which includes items not belonging 
to any other class and not affecting either the capital or the revenue 
of the society. These will be explained at a later stage and need 
not trouble us further at this point. There is, in addition, a fourth 
class of payments, for which there is no corresponding class of 
receipts. It includes payments made out of the surplus (or profits) 
of the society. These payments, like the third class of payments 
just mentioned, do not, as such, affect the capital or the revenue 
of the society. 


What are Capital Account Payments and Revenue Account 
Payments? 

The Capital Account payments include such items as repayment 
of Share Capital, Loan Capital, and Savings-bank deposits; the 
payment of amounts to other persons or bodies for investment 
in the society’s name in shares or loan; payments for the purchase 
of land, houses, or other buildings, or for machinery and similar 
things that produce, or help to produce, revenue; and some other 
payments of relatively minor importance that will be explained 
more fully in later chapters. 


Revenue Account payments are those arising out of expenditure 
affecting the revenue of the society. They are payments made for 
those goods, services, or other benefits received that have to be 
taken into account in ascertaining whether the business is being 
carried on at a loss or not. 


Classification of Capital Account Payments. 

The principal classes of Capital Account payments are (1) Share 
Capital repaid to members; (2) Loan Capital repaid to members 
and others; (3) Savings-bank deposits repaid to depositors; (4) 
other payments of a Capital Account nature, such as amounts 
invested by the society in shares and loans, amounts expended to 
purchase land, houses, and other buildings, machinery, and other 
assets of a similar nature employed to enable the society to carry on 
its business and not embodied in the articles sold by the society. 
The test, whether an item is a capital item, is more fully discussed 
under the heading of ‘‘ Expenditure,’ in Chapter V. 


Classification of Revenue Account Payments. 
Revenue Account payments may be divided into two principal 
classes and one minor class, as were Revenue Account receipts. 
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The principal classes are (1) Trading Account payments, and (2) 
Investments Revenue payments. The minor class is referred to 
below. 


Trading Account payments include payments for goods bought 
for re-sale, either in a changed or unchanged condition; for paper 
and string, for wages, for rent, for gas and water, for telephone 
charges, and for the many other expenses incurred in carrying on the 
trading operations of the society. These represent some commodity 
or service completely exhausted in bringing the goods to the 
condition in which they are demanded by purchasers. They thus 
differ from capital items like land, buildings, and machinery, which 
perform a service in bringing the goods to a condition acceptable 
to the purchaser, but still remain available for further service in 
later trading periods. 


Investments Revenue payments include payments of interest on 
investments with the society in the form of shares, loans, or 
savings-bank deposits, and payments for expenses incurred in 
connection with house property or other property not used for 
trading purposes. 


The minor class of revenue payments do not fall into either of 
the above principal classes. The transactions they represent are 
included in the Final Revenue Account of the Standard Balance 
Sheet. They are mentioned below, and will be explained in detail 
when that account is reviewed and explained in a later chapter. 


The most important item in the minor class of Revenue Account 
payments, i.e., those connected with the items of the Final Revenue 
Account of the Standard Balance Sheet, is the education grant, 
when this ts not a disbursement from the surplus. Another important 
item in this group is the premium for collective life assurance, 
or payments on account of death benefits, and still another is the 
payment of certain subscriptions that are chargeable against 
revenue, but not against the trading revenue or the investments 


revenue. 


Payments other than Capital and Revenue Payments. 

The final class of payments includes payments from the surplus, 
or profits. This class includes the education grant when it is based 
upon the surplus and chargeable against the surplus. It also 
includes donations and subscriptions paid out of the surplus, and 
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many sundry gifts of various kinds. Payments of this class are 
described as payments out of the ‘‘ Disposable Balance,” this 
being the amount of the surplus, or profits, left after certain prior 
charges have been met. 


A CASH ACCOUNT IS A STATEMENT OF 
RECEIPTS AND PAYMENTS. 


The student has probably already grasped the connection 
between a statement of receipts and payments and a Cash Account. 
A Cash Account is a statement of receipts and payments, and if 
the Cash Account of the Standard Balance Sheet is examined by 
the student, he will find that it agrees with the explanation given 
in this chapter, except that, for convenience, interest on investments 
with, and by, the society are included with the capital items to 
which they refer. The various items are grouped under the various 
headings as follows, the Cash Account being Dr. for amounts 
received and Cr. for amounts paid. 


Dr. CASH ACCOUNT. Cr. 
RECEIPTS. x Ss. de PAYMENTS, eS ll 

Capital Account— | Capital Account— 

Mowyarlous i terseseseecee By various items............ 
Sundry Items— Sundry Items— 

MOtVariOUS tells pees eee By various items............ 
Trading Accouni— | Trading Account— 

MTOouvatiOus 1teImn Sse. tes By various items...........- 
Investments Revenue and Investments Revenue and 

Final Revenue A/cs.— | Final Revenue A/cs.— 
AO) VATIONS HEEIIS, sae eree es By various items............ 


Disposable Balance A /c.— 
By various items............ 


Under the heading of Capital Account on the Receipts side, 
contributions of share capital, loan capital, savings-bank deposits, 
and similar items are entered as explained in the paragraph 
on Classification of Capital Account receipts. The Sundry items 
include items received for paying out again, such as collective life 
assurance claims from the Co-operative Insurance Society, and also 
items like employees’ guarantee deposits which do not exactly fall 
into the class of Capital Account receipts or into that of Revenue 
Account receipts. 

Revenue Account receipts are divided into two groups: the 
receipts connected with items in the Trading Account (e.g., receipts 
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for goods sold) and the receipts connected with items in the Invest- 
ments Revenue and Final Revenue Accounts. 


On the Payments side, the classification is similar to that on the 
Receipts side. Capital Account payments include repayment of 
share and loan capital to members and others, payments for land, 
bufldings, machinery, etc., and investments in shares and loans in 
the C.W.S. and other bodies, ete. Sundry items include payments 
of amounts like collective life assurance payments that have been 
received to be paid out aga’n, or are payments from some special 
fund, whilst the Revenue Account payments are divided into two 
groups as were the Revenue Account receipts. These two groups are 
(1) Trading Account payments (covering payment for goods and 
expenses), and (2) payments connected with the items in the 
Investments Revenue Account and Final Revenue Account. A 
fifth group is payments out of the surplus, i.e., payments according 
to the Disposable Balance Account in the balance sheet. 


This chapter is already a long one, and an explanation of the 
classification of income and expenditure is therefore deferred to 
the next chapter. 

SUMMARY. 


Receipts and Payments are not the same as Income and Expenditure. 
Receipts consist of moneys actually received, whilst income consists of what 
one is entitled to receive whether it is actually received or not. I sell goods to 
Smith for £20. The £20 is part of my income; it does not become a receipt 
until I receive the £20 in cash. Expenditure consists of what one spends, 
whether one pays for what is bought or not. I buy a horse for £40. My 
expenditure is £40; but not until I have paid for the horse have I made a 
payment. Only when all transactions are for cash do the receipts and 
payments coincide with the income and expenditure. Usually they do not 
agree in any one selected period, but over a number of years they must 
approximately agree. A Cash Account is a statement of receipts and pay- 
ments. A Trading Account shows income and expenditure arising from 
trade. 

Receipts may be classified as (1) Capital Account receipts, (2) Revenue 
Account receipts, and (3) Sundry receipts that affect neither the Capital 
~ Account nor the Revenue Account. An example of the last-named class is 
money received for some other person to be handed to him. 


Capital, to the accountant, is money invested in a business for the 
purpose of enabling the business to be carried on. It is employed to produce 
revenue, either directly or indirectly. Revenue income (which gives rise to 
revenue receipts) results from the employment of capital. The rents received 
for a house are revenue receipts; the sale of the house produces a Capital 
Account receipt. A loan investment is a Capital Account item ; the interest 
on the loan is a Revenue Account item. A shop is a capital item; the 
receipts from the trade carried on in the shop are a revenue item. 


Capital Account receipts can be divided into (1) share capital receipts, 
(2) loan capital receipts, (3) savings-bank receipts, (4) other receipts of a 


capital nature. 
c 
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Revenue Account receipts can be divided into (1) Trading Account 
receipts, e.g., for goods sold; and (2) Investments Revenue Account receipts, 
e.g., interest received on shares and loans. The Standard Balance Sheet 
recognises a third class of revenue receipts of minor importance, that are 
neither Trading Account revenue nor Investments Account revenue. They 
find a resting-place in the Final Revenue Account in the balance sheet. 


Payments may be classified as (1) Capital Account payments, (2) Revenue 
Account payments, (3) Sundry payments not affecting capital or revenue, 
e.g., in-and-out payments, and (4) Payments from the balance of the surplus, 
or profits, known as the “‘ Disposable Balance.” 


Capital Account payments may be divided into (1) Share Capital repay- 
ments, (2) Loan Capital repayments, (3) Savings-Bank repayments, (4) other 
payments of a capital nature such as payments for land, buildings, machinery, 
horses, shares, etc., which produce a revenue either through their employ- 
ment in the society’s business or in the form of interest or dividend. 


Revenue Account paymeuts may be divided into (1) Trading Account 
payments, e.g., for goods bought or wages paid, (2) Investments Revenue 
Account payments, e.g., payments of interest on borrowed money or expenses 
incurred for house property or other property not used in trade, and (3) 
other revenue payments which are of a minor character and are neither Trade 
Revenue payments nor Investments Revenue payments. 


The Cash Account in the Standard Balance Sheet classifies the receipts 
and payments in accordance with the explanations given in this chapter, 
except in the case of interest on investments (in, or by, the society). Because 
some interest is added to the capital to which it refers before it is paid, all 
interest received or paid is entered in the Cash Account of the Standard 
Balance Sheet in the same section (Capital Account section) as the capital 
items from which it arises. 


° QUESTIONS “AND EXERCISES. 
1. Explain ‘Income,’ “ Expenditure,’’ “ Receipts,’ and ‘‘ Payments,”’ 
giving one example of each. 


2. Explain the difference between a “ Receipts and Payments Account ” 
and an “‘ Income and Expenditure Account.” 


3. Classify the following items as Receipts, Payments, Income, and 
Expenditure, indicating both features in the double transactions :— 


(a) Jan. 1— Borrowed £50 from A. Lord. 


(6) ,, 1—Bought a horse for £20. 

(c) ,, 2—Sold a motor-car for £250. 

(d) ,, 3.—Paid for the horse bought on January Ist. 

(e) ,, 3 —Bought some shares for £50 and paid cash down for them. 
(f) ,, 4.—Received money for motor-car sold on January 2nd. 

(g) 4, 5.—Received for goods sold over the counter, £5. 

(h) ,, 6—Lent John Smith £50. 

(4) ,, 6—Paid wages, £20. 

(j) ., 6—Gave £5 to the local hospital. 


4. A person’s receipts may have exceeded his payments and yet he may 
be insolvent. Explain how this can be. 


5. A person’s income may be in excess of his expenditure and yet he 
may have an overdraft at the bank. Explain how this can be. 


6. What is the difference between Capital receipts and Revenue receipts ? 
Give two examples of each to illustrate the difference. 


7. Into what classes may payments be divided and sub-divided ? Give 
an example of each sub-class. 
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8. From the data given in Question 3 prepare a statement of Receipts 
and Payments, omitting any irrelevant items, 


9. Under what group headings are the Receipts and Payments classified 
in the Standard Balance Sheet ? Draw up a balance sheet showing these 
group headings. 

10. From the following data make out an Income and Expenditure 
Account and a Receipts and Payments Account for the Paragon Co-operative 
Society Ltd. :-— 

Jan. 1—Received from John Smith, £50 as share capital. 

, 2.—Bought goods value £40 from the C.W.S. 

,, 2—Sold goods value £30 to members, cash being paid at time 
of purchase. 

, 3.—Paid wages due this day, £10. 

» 3.—Received an account for £3 for carriage. 

», 3.—Paid C.W.S. £40 owing for goods. 

,, 4.—Sold goods value £40 to members, cash being paid at the 
time of purchase. 

,, 4.—Notified that the A.l Productive Society had added £10 
to society's loan capital for interest due December 31st 
last. 

,, 90.—Paid the carriage account, £3. 


11. On which side of the account—Dr. or°Cr.—would you expect to find 
a cash purchase of goods in a society’s Revenue Account (i.e., Income and 
Expenditure Account) and its Receipts and Payments Account ? 


12. Is a trader making a profit if his receipts exceed his expenditure during 
any selected trading period ? Give reasons for your answer. 
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CHARTERS: 


CLASSIFICATION OF INCOME AND 
EXPENDITURE. 


WHAT CONSTITUTES INCOME AND EXPENDITURE. 
H AVING discussed the classification of Receipts and Pay- 


. 


ments, we can undertake the classification of Income and 
Expenditure with an amount of preliminary knowledge 
that will make the task easier. 


At the outset, it is desirable to remind ourselves once more 
that income is not the same thing as receipts, and expenditure 
is not the same thing as payments. This was explained in the 
last chapter, but illustrations additional to those contained in the 
last chapter may now be given of the difference. 


Income. 

Income may be said to arise where there is a receipt of money, 
or where a right to the receipt of money ts created, in return for goods 
supplied, or for some service or benefit given or promised by the person 
to whom the income is due. It is clear that income differs from a 
receipt. There may be a right to 1eceive money without that right 
being satisfied at the same time. It should also be noticed that some 
receipts are not income. Ifa society has £200 lying at the bank and 
withdraws it, there is a receipt but no income for the society. 


Expenditure. 

It will be convenient to examine expenditure by giving 
comparisons of expenditure and payments. If a society repays 
£100 which it has borrowed, there is a payment, but no expenditure; 
if a society pays a donation of £5 to some institution without 
expecting anything in return, there is a payment, but no expenditure; 
the payment of dividend to members is clearly a payment, but 
it is not expenditure. Expenditure may be said to arise when a 
payment of money has been made, or promised, in exchange for some- 
thing intended to be of service to the person expending the money. 


There is therefore no expenditure when a society repays share 
capital or borrowed money of any kind; but share interest or loan 
interest is expenditure: it is a payment made or promised for the 
use of share or loan capital. 
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If a society buys a shop or a horse, there is expenditure, whether 
it is paid for or not; if a society buys a sack of flour or a truck of 
coal, there is expenditure; if a society employs a man to sell goods 
in the shop, or deliver bread, or clean windows, there is expenditure. 
Payment may be made at the time the goods are ordered or 
delivered, or it may be made at some later date; but the act of 
paying is different from the act of spending. Whether good value 
is obtained for the expenditure is not material so far as the definition 
is concerned. If a society bought a horse that was almost worth- 
less there would still be expenditure. There are different classes 
of expenditure, and these are explained in a later paragraph. Our 
purpose at this point is to get a clear conception of what expenditure 
really is, and how it differs from payments. 


EXPENDITURE AND INVESTMENT. 


We may next notice a matter which is a little less clear because 
the practice of business men iu using some terms is not uniform. 
If a machine for roasting coffee were purchased by a society, 
accountants would be agreed in giving the name expenditure to the 
outlay, and would speak of it as “capital”’ expenditure, because 
the machine is something of a somewhat permanent character 
employed to produce a revenue without changing its form or owner- 
ship. This distinguishes it from revenue expenditure, e.g., expendi- 
ture on goods for re-sale or on labour for making or selling goods. 
But if £100 were spent in buying some shares, this outlay would 
generally be spoken of as an investment and not as expenditure. 
Really, both cases are cases of expenditure, and both are cases of 
investment; both the coffee roaster and the shares are intended to 
produce an income. ‘The chief differences are (1) that the coffee 
roaster is employed in the business itself, and the £100 is invested 
outside the business—the one helps to produce trading income, the 
other produces what is described, for the purpose of distinction, as 
investment income; and (2) at the end of twenty years the coffee 
roaster might be worn out and worthless, whilst the society’s right 
to the full £100 of shares would still be intact. The term “ invest- 
ment’”’ is generally employed in the narrow sense to mean an 
outlay of money in shares or loans which can be re-converted into 
cash, and which will produce interest or dividends in the meantime; 
but there is a wider sense, in which the term is also employed to 
include an outlay of money in land, buildings, and machinery, 
for the purpose of producing an income through the processes of 
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production or trade. We may note this difference of phraseology 
respecting an expenditure of £100 invested in machinery, or land, 
or buildings, by the society, and £100 invested in shares, and 
follow the more general practice and speak of the first-named type 
of expenditure as “ capital expenditure,’ and the second-named as 
“investment expenditure,’ or speak of it more simply as an 
investment. ‘These distinctions must be borne in mind in classifying 
expenditure. 

We may now proceed to examine the various classes of Income 
and Expenditure. 


(a) DIFFERENT CLASSES OF INCOME. 
Income may be divided into two main classes (a) Capital Income 
and (b) Revenue Income. 


Capital Income. 

Capital income consists of share, loan, and savings-bank receipts, 
which give the payer a right to receive a return from the receiver 
for the use of the capital (e.g., interest); and it arises also where 
a building, or any similar item that has been the subject of capital 
expenditure, is sold. Such income is reflected in the various special 
accounts, known as Capital Accounts, in the books of the society, 
e.g., Share Capital Account, Buildings Account, ete., which will be 
explained later; and at the end of a trading period it is reflected 
in the statement of assets and liabilities contained in the balance 
sheet. Some societies publish in their balance sheet a statement 
or account showing the capital income and expenditure; but it 
is not a universal practice to do so. 


Revenue Income. 

Revenue income is income arising from the business operations 
of the society. It may be divided into (a) Trading Income; (b) 
Investment Revenue Income; and (c) Minor Items of Revenue Income. 


TRADING INCOME is the income that arises from trade. The 
sale of goods in the shops or from the society’s carts produces 
trading income; the rendering of services by the transport depart- 
ment, or the laundry, or the works department, or the window- 
cleaning department, also produces trading income. We may say 
that the earnings of the trading departments are trading income.* 


* Trading income is eventually recorded on the credit side of a society’s Trading Account. 
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INVESTMENT REVENUE INCOME is the income arising 
from the return upon investments, but does not include the 
investments. Investments may be shares upon which interest 
or dividend is paid to the society, or they may be loans or bank 
balances, or debts owing to the society, upon all of which interest 
is paid to the society; or they may be house property or other 
property which is let, and for which rents are paid to the society. 
Investment revenue income is a return upon the capital of the 
society. Some of the capital of the society is employed, or invested, 
“in stocks of goods for sale. Interest upon the amounts so used 
by the trading departments is charged to these departments in a 
Co-operative Society, and this interest is recorded in the Invest- 
ments Revenue Account as income arising from the employment of 
the capital of the society, as also is the interest charged to the house 
property department for the capital invested in houses. These items 
of interest, dividends, and house rents make up the investment 
revenue income.* 


THE SUNDRY ITEMS OF REVENUE INCOME that are not 
trading income, or investment reventie income, or capital income, 
are few in number, and can be more conveniently explained later. 


(b) DIFFERENT CLASSES OF EXPENDITURE. 


Expenditure may be classified under two principal headings, 
as (a) Capital Expenditure, and (b) Revenue Expenditure. 


Capital Expenditure. 

This is expenditure upon shops and other buildings, or 
expenditure upon machinery, fittings, and fixtures, employed to 
carry on the business of the society, and intended to remain in 
the ownership of the society for continuous use for revenue- 
producing purposes. Capital expenditure differs from trading 
expenditure, which is for goods and services that are embodied 
in the articles sold during the trading period, and of which nothing 
is left when the goods are sold. The items upon which money is 
spent in the case where there is capital expenditure still remain 
at the end of the trading period. The shop, the land upon which 
it stands, the shop fixtures, the bacon-slicing machine, -etc., all 
remain at the end of the period. Ina bakery, the ovens, the tacks, 


8 These items constitute the entries on the credit side of the Investments Revenue Account in 
the balance sheet. ° ; . ; 
+ They find a resting-place on the credit side of the Final Revenue Account in a society’s balance 


sheet. 
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the engine and boiler, and the other machinery, all remain at the 
end of the period. Money expended upon such objects is, therefore, 
capital expenditure, whilst money spent upon flour, in the case of 
the bakery, is trading expenditure, for the flour does not remain 
after the bread has been made and sold. The dressmaker’s sewing 
machine involves capital expenditure; the cloth and thread used 
by the dressmaker involve trading expenditure. The purchase 
of a house involves capital expenditure; but repairs to a house 
involve revenue expenditure, but of a different class from trading 
expenditure. 


It is important for the student to recognise quite clearly the 
difference between capital expenditure and revenue expenditure, 
and repetition of an explanation of this difference, if wearisome, 
may, nevertheless, be desirable. Capital expenditure is the 
expenditure upon those objects which are not bought for re-sale, 
but remain at the end of the trading period to continue their 
service in other trading periods; whilst revenue expenditure is 
incurred for (a) goods that are to be sold in the same or altered form; 
or (0) for expenses incurred solely in preparing those goods for 
sale, leaving no remaining value when the goods are sold; or (c) 
tor some purpose affecting the financial results of the society’s 
complete operations, whether trading operations or not, e.g., 
repairs to house property. The purchase of a shop or house (both 
capital expenditure) does not of itself alter the surplus of a business; 
but the expenses incurred in repairing the shop or house (revenue 
expenditure in both cases) do affect the financial results. 


Depreciation. 

It is true that a shop or machine is not usually worth as much 
at the end of a trading period as it was at the beginning. It is 
said to have depreciated. It is right and proper, therefore, to 
charge the trade of each period with the amount by which the 
shop or machine has depreciated during that period, for the trade 
has benefited by the use that has caused the depreciation. Such 
a charge is known as a charge for depreciation, and as it would be 
difficult or costly, and perhaps impossible, to ascertain the exact 
amount of the falling off in value of every article of a capital 
nature, it is customary to fix this charge as a percentage of the cost 
of the shop, the machine, or other item of capital expenditure. 
This percentage is based upon the expected “life’”’ of the asset, 
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e.g., if the asset is expected to last twenty years, then 5 per cent 
per annum of the original cost would be a correct charge for 
depreciation. The subject of depreciation is an important one, 
and a fuller discussion of it is reserved for a later chapter. It is 
mentioned here because of its bearing upon capital expenditure, 
and in order to help the student to obtain a clearer understanding 
of capital expenditure and its relation to the trading operations 
and results.* 


Revenue Expenditure. 

Revenue expenditure, as has already been explained, is 
expenditure upon things not of a capital nature. Expenditure upon 
goods for re-sale is revenue expenditure, so is the expenditure 
upon repairs to the shop or to houses owned by the society. Revenue 
expenditure can be conveniently divided into (a) Trading Expenditure, 
(b) Investment Revenue Expenditure, and (c) Minor Items of Revenue 
Expenditure which do not fall into classes (a). or (6). 


TRADING EXPENDITURE itself can be classified into (1) 
expenditure upon goods, and (2) other trading expenditure. In a 
grocery business, for example, goods are bought for re-sale—that is, 
expenditure upon goods. But, in addition, wages must be paid 
to the shopmen, rent and rates must be paid for the shop, and 
charges for gas and electricity are incurred. ‘These, and many 
other éxpenses, have to be met. They are part of the trading 
expenditure. Separate records of each class of expense must be 
kept; and these expenses and records will be explained in detail 
at a later stage. These trade expenses, ie., all the trading 
expenditure other than expenditure upon goods, we shall for the 
present group together as “ other trading expenditure.’’} 


INVESTMENT REVENUE EXPENDITURE includes interest 
payable by the society upon shares, upon loans, upon savings-bank 
deposits, and upon any overdraft at the bank. It also includes 
expenses incurred in connection with house property or other 
property which is not used in trade, but looked upon as an 
investment. 


* The items of capital expenditure are added to their respective accounts: land and buildings 
to the Land and Buildings Account, machinery to the Machinery Account, fixtures to the Fixtures 
Account; and after depreciation for the period has been deducted, the value of these assets is entered 
in the statement of assets and liabilities in the balance sheet at the end of the period. Some societies, 
as mentioned on page 38, publish a statement showing capital income and expenditure, and such a 
statement shows how the amounts given in the statement of liabilities and assets have been derived. 

+The expenditure upon goods constitutes, with other trading expenditure, the items to be found 
on the Dr. side of the Trading Account in the balance sheet. 
t These expenses are entered on the Dr. side of the Investments Revenue Account. 
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THE SUNDRY ITEMS OF REVENUE EXPENDITURE 
which occur most frequently are collective life assurance premiums, 
death benefits paid, and the allocation or expenditure for educational 
purposes when not paid out of the society’s surplus.* 


STATEMENT OF INCOME AND EXPENDITURE. 


We may now bring together the various groups of income and 
expenditure which have been explained in this chapter, and it 
will be an advantage to do so in parallel columns headed respectively 
expenditure and income. For reasons given on page 27, expenditure 
appears on the Dr. side, and income on the Cr. side. 


Dr. Cr. 
EXPENDITURE. sands | INCOME. fu Sead: 
Capital Expenditure........... | Capital Income™2s......4«-es00- 
Revenue Expenditure— | Revenue Income— 
(a) Trading Expenditure.. | (a) Trading Income ....... 
(6) Investment Revenue | (6) Investment Revenue 
IPp-gorsavehiinssxe: Ccoccoouc DGR(ROTE —Spesocodo wcoode 
(c) Minor Items of Rev- | (c) Minor Items of Rey- 
enue Expenditure... | enue Income <......+- 


Total Expenditure ...{£ Total Income........ sf 


A statement in the foregoing form, covering the transactions 
for a period, would show the income and expenditure for that 
period. It is not customary, however, to record the capital income 
and capital expenditure in such a statement, for, as mentioned 
on page 38, and in the footnote on page 41, these are reflected 
in the changes in the values of the assets and liabilities between 
the date of one balance sheet and the date of the next; and the 
assets and liabilities are shown in another account in the balance 
sheet. Eliminating these capital items, there are three groups 
left on each side, and the difference between the totals of the two 
sides shows whether the revenue income has exceeded or fallen 
short of the revenue expenditure during the period covered by the 
statement. The statement, therefore, shows whether the operations 
of the society whose transactions have been recorded have produced 
a surplus or deficiency (or profit or loss in businesses trading for 
profit). The following statement will serve as an illustration:— 


* These items appear on the Dr. side of the Final Revenue Account in the balance sheet. a 
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STATEMENT OF INCOME AND EXPENDITURE 


or 


| B 


Dy. ; REVENUE ACCOUNT. Cr, 
_HXPENDITURE. esi ad. INCOME. Loe Sites 
Trading Expenditure....... A0OTRO SORE Eradine Income cece. 500 0 O 
Investment Revenue Ex- | Investment Revenue In- 
penditure...... aisle sieewluatees 200 0 0 COMES sarsaupts sacesitncronse ss 220 0 0 
Minor Items of Revenue Minor Items of Revenue 
HEXEN GIGUT Cacscace se svete 40 0 0 TaCONTGI jeep eceeeacesescr ene 40 0 0 
Total Expenditure....£640 0 0 
Balance of Income over 
MER DENGIULUKE ches aneite ses AAD, KO 0 
£760 0 O £760 0 0 


The difference between the totals of the two sides—surplus 
income or expenditure—is inserted on the lesser side and added 
to the other items on this side to produce a total equal to the total 
on the greater side. An account of the nature of an Income and 
Expenditure Account is known as a Revenue Account. It shows 
revenue income and revenue expenditure. 


DIVISIONS OF THE STATEMENT OF INCOME 
AND EXPENDITURE. 


In practice, instead of there being one account in the balance 
sheet showing the whole of the income and expenditure, there 
are three accounts in the balance sheet of a Co-operative Society— 
Trading Account, Investments Revenue Account, and Final 
Revenue Account. ‘The division of the account into three parts 
need not present any difficulty, for the division follows the grouping 
already explained. 


In the Trading Account we find the trading income and 
expenditure recorded; in the Investments Revenue Account we 
find the investments revenue income and expenditure recorded; 
and in the Final Revenue Account there are recorded those minor 
items of revenue income and expenditure, already mentioned, 
which do not find a resting-place in either of the previous two 
accounts. By carrying the balance (surplus or deficiency) of the 
Trading Account and the balance (surplus or deficiency) of the 
Investments Revenue Account to the Final Revenue Account, 
and by including these balances when totalling the Final Revenue 
Account, we ascertain the net balance (surplus or deficiency) of 
the income and expenditure as a whole, and gain the additional 
advantage of learning the surplus or deficiency on the Trading 
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Account and the Investments Revenue Account. We may now 
visualise the Income and Expenditure Account already given, but 
divided into the three accounts, with the same figures inserted 
as before, and with the accounts balanced, in order that we may 
erasp their relationship more readily. These accounts should be 
compared with the Income and Expenditure Account just given, 
which contains the same items. 


Dy; TRADING ACCOUNT. Cr. 
fsa] Fares: 
To Trading Expenditure... 400 0 0O | By Trading Income......... 500 0 0 
, Balance carried to Final | 
Revenue Account...... LOOM OROny 
Lo00) ORO) £500 0 0 
Dr. INVESTMENTS REVENUE ACCOUNT. Crys 
Sead £8. ide 
To Investments Revenue | By Investments Revenue 
Expenditure ......... 200 0 0 THES TEAL! Gonacogeoos sade 220) {Os50 
» Balance carried to Final 
Revenue Account .... 20 0 0 | 
£220 0 0 £22. Oa 
Dy. FINAL REVENUE ACCOUNT. Cr. 
LA Soda Hh Se le 
To Sundry Items of Ex- By Sundry Items of In- 
PeNGbULE wecre seas 40 0 0 COMME | sviamemse cece crate 40 0aaO 
», Balance Surplus of In- _,, Balance brought from— 
come over Expendi- (a) Trading Account.... 100 0 O 
LUNE Friern asiastasisw vase 120 0 0 (6) Investments Revenue 
ACCOUNL™ vena e oe 20" 0) 5.0 
et Fe £160 0 0 | _ 7160" 0 


This surplus of £120 agrees, it will be noticed, with the £120 
surplus arrived at on page 43 before the Income and Expenditure 
Account was divided into three parts. Each of these three accounts 
may be correctly described as a Revenue Account. 


CONCLUSION. 


In this and the preceding chapter we have considered a state- 
ment of receipts and payments, and a statement of income and 
expenditure. The former statement does not necessarily tell us 
what has been spent or earned, and the latter does not necessarily 
tell us what has been received or paid. Both statements are required 
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for complete information about a business. hose in charge of a 
business require a record of what money has been received and 
paid; and from this record the balance of cash in hand and at the 
bank can be ascertained: the statement of receipts and payments, 
i.e., the Cash Account in the balance shcet, is such a record. They 
also desire to know whether the business is being conducted in such 
a way that its income is more than its expenditure, and the three 
parts of the statement of income and expenditure, i.e., the Trading 
Account, the Investments Revenue Account, and the Final Revenue 
Account, supply this information. 
SUMMARY. 


Income may be said to arise where there is a receipt of money, or where 
a tight to the receipt of money is created, in return for goods supplied, or for 
some service or benefit given, or promised, by the person to whom the income 
is due. 

Expenditure may be said to arise when a payment of money has been 
made, or promised, in exchange for something intended to be of service to 
the person expending the money. 

Some forms of expenditure are spoken of as investments, e.g., money 
invested in loans and shares outside the business; and expenditure upon land, 
buildings, and machinery intended to produce a revenue by use in the business 
is often, but less frequently, spoken of as an investment, and is more usually 
described as capital expenditure. 

Income may be classified as (a) Capital Income, and (b) Revenue Income. 


Capital income consists of money received by a business for the purpose of 
carrying on the business, and these receipts carry a right for the payer of 
the money to receive for its use a return in the nature of interest or dividend 
from the receiver of the money. Capital income also includes the amount 
derived from the sale of any asset of a capital nature. 

Revenue income is income arising from the carrying on of the operations 
of the business with the aid of the capital. It consists of (a) Trading income 
arising from trade, (b) Investment revenue income arising from investments 
of various kinds, and (c) minor sources of revenue income. 

Expenditure may be classified as (a) Capital Expenditure, and (b) Revenue 
Expenditure. 

Capital expenditure is expenditure upon objects of a somewhat permanent 
nature employed to carry on the operations of the business, e.g., land, shops, 
bakeries, machinery, shop fixtures. 

Revenue expenditure consists of expenditure incurred during any period 
solely and exclusively in preparing goods for sale during that period, or of 
other expenditure necessary to produce revenue and not added to the value 
of the society’s assets. It includes (a) Trading expenditure, (b) Investment 
revenue expenditure, and (c) Minor items of revenue expenditure. Trading 
expenditure includes goods bought for re-sale, either in the same or altered 
condition, and expenses incurred in bringing goods to a condition for sale and 
in selling them. Investment revenue expenditure includes expenditure 
incurred in securing the revenue from investments. Such expenditure 
includes interest upon capital borrowed by the society and employed by it 
in the business, or outside, to produce revenue; and it also includes repairs 
to house property and other property not used for trade purposes. 

Some objects for which capital expenditure is incurred gradually wear out 
and decline in value. This falling off in value is known as depreciation, and a 
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charge known as a depreciation charge is made against the trade in each 
trading period for the falling off in value during that period. This charge 
is usually calculated as a percentage of the value of the asset which has 
depreciated. 

A Statement of income and expenditure shows the surplus of income over 
expenditure. Such a statement is of the nature of a Revenue Account. In 
a Co-operative Society’s balance sheet it is divided into three sections or 
separate accounts: Trading Account (which records trading income and 
expenditure), Investments Revenue Account (which records investment 
income and expenditure), and Final Revenue Account (which collects the 
balances of the other two revenue accounts and minor items of income and 
expenditure). 

QUESTIONS AND EXERCISES. 
1. What is Expenditure ? What is Income ? Give three examples of each. 


2. Give two examples in each case of (a) a receipt that is not income; 
(b) a payment that is not expenditure; (c) income that is not a receipt, and 
(d) expenditure that is not a payment. 

3. What are the two principal classes of income ? How do they differ 
from one another ? Give two examples in each class. 


4, Explain carefully the difference between Trading Income and Invest- 
ment Revenue Income, giving two items as examples of each. 

5. What are the two principal classes of expenditure ? How do they differ 
from one ancther ? Give two examples of each class of expenditure. 


6. What is depreciation ? How is a depreciation charge calculated ? 
Why is it right to charge the trading account with depreciation ? 


7. Prepare a statement of income and expenditure showing trading and 
other revenue. Insert figures of your own choice and balance the account. 


8. Prepare a Trading Account, Investments Revenue Account, and Final 
Revenue Account as explained in this chapter. Insert figures of your own 
choice and balance the three accounts. 


9. Why is it necessary for a Co-operative Society to keep a Receipts and 
Payments Account and the three sections of Revenue Account (i.e., Income 
and Expenditure Account) ? 


10. Say which of the following items are Capital Expenditure and which 

are Revenue Expenditure, giving reasons for your answers :— 
(a) Purchase of a horse by a horse dealer. 

(b) Purchase of a horse by a Co-operative Society. 
(c) Payment ot a branch manager’s wages. 
(a) Payment of rent for a shop. 
(e€) Purchase of a sack of flour. 
(f) Purchase of a motor-car by a dealer in motor-cars. 
(g) Purchase of a shop to serve as a branch. 
(h) Payment of interest on share capital. 
(1) Purchase of a plot of land upon which to build a garage. 


11. Into which of the three Revenue Accounts mentioned in Chapter V. 
should the following items be recorded :— 
(a) Sale of goods. 
(b) Repairs to houses. 
(c) Wages paid to a collector of house rents 
(d) Shop wages. 
(e) Interest upon members’ share capital. 
(f) House rents received. 
(g) Interest from C.W.S. on loan capital. 
(h) Depreciation of shop building and fixtures? 


12. How does Capital Expenditure affect the trading surplus of a Co- 
operative Society ? 
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CHAPTER VI. 
ASSETS AND LIABILITIES. 


RECORDING OF ASSETS AND LIABILITIES ONE OF 
THE OBJECTS OF BOOK-KEEPING. 


OOK-KEEPING, as was explained in Chapter I., is 
concerned with the recording of those facts and figures 
relating to a business which show :— 


(a) The position of the business in relation to the owners of 
the business and other persons; 


(6) The debts and possessions of the business; and 
(c) The results of the various operations in which the business 
has engaged. 
These three classes of records were afterwards stated in more 
technical language as being :— 
(1) Records of relations with debtors and creditors; 
(2) Records of assets and liabilities; 


(3) Records of the results of the business operations. 


Two Books essential for the keeping of Necessary Records. 

For the purpose of keeping these records in a manner which 
enables the book-keeper to abstract the necessary information 
in a summarised form, permitting this information to be readily 
grasped, two books it was said—and two books only—are essential. 
These are the Journal, in some form or other, and the Ledger. 
The balance sheet (using the term in the comprehensive sense 
in which it is employed in the Co-operative movement) is the final 
summarised statement of the records, and it is built up from these 
two essential books, or from the divisions of these books. 


Cash Book and Day Books record Daily Transactions. 

The Waste Book or Journal, as we saw in Chapter III., records 
the transactions in date order, but makes no attempt to classify 
them. In practice it is found more convenient to divide these 
books. Instead of entering the items indiscriminately in one book, 
three or more books are kept, one class of daily transactions being 
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entered in each. All transactions are either (a2) goods bought or 
sold, or (b) cash received or paid; and it is usual to keep one book 
for goods bought, one for goods sold, and one for cash received 
and paid. ‘Thus the purchases are entered, in date order, in a 
Purchases Book, which is often conveniently and correctly named 
a Purchases Day Book; and sales are entered in date order in a 
Sales Book (often called a Sales Day Book); whilst cash received 
and paid is entered in a Cash Book, this book itself often being 
further divided, in big societies, into subsidiary books, the totals 
of which are entered ina Summary Cash Book. The Waste Book 
and Journal are thus dispensed with in modern business houses 
and substituted by these three books, which are, however, merely 
parts of the older books. 


The Ledger classifies the Transactions. 

Whilst the various books which have taken the place of the 
Waste Book and Journal record the transactions in date order, the 
Ledger classifies them. The Day Books and Cash Book, which 
record the transactions in date order, are the books of primary 
entry, and from them the items are posted to the Ledger, where 
classification becomes possible by the allocation of a separate page 
for each account, whether it be (a) the account of a person from 
whom goods have been bought, (b) the account of a part owner 
of the business (e.g., the member of a Co-operative Society), or 
(c) the account of some department of the society, or some class 
of expenditure (e.g., Goods Purchased Account, which is a record 
of goods purchased, or Wages Account, which is a record of all 
wages paid). 

Personal Ledger Accounts. 

It is thus possible to ascertain at a glance the transactions with 
a debtor or creditor by referring to the page allocated to him in the 
Ledger. This apples not merely to those persons from whom the 
society has bought goods, or to whom it has sold goods, but also 
to those who are the owners of the business (e.g., the members 
of a Co-operative Society), for their separate accounts will show 
what they have paid to, or received from, the business. ‘Thus 
the Ledger provides the record of the relations with debtors and 
creditors, which it is one of the objects of Book-keeping to provide. 
Such Ledger Accounts as have been described in this paragraph 
are known as “ Personal ’’ Accounts, because they refer to persons. 
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In all businesses but the very small ones, it is usual to divide the 
Ledger and have several Ledgers, each of which is assigned to a 
special class of account. Thus in most businesses there is a Pur- 
chases Ledger, which contains nothing but the accounts of the 
firms from whom goods have been bought; a Sales Ledger for 
the accounts of persons to whom goods have been sold; and other 
Ledgers for Impersonal Accounts; and in a Co-operative Society 
there is a Share Ledger (which in large societies is further divided 
into several books because of the large number of share accounts 
to be kept) in which there is nothing but the share accounts of the 
shareholders, i.e., the members. In the division of the Ledger into 
the several parts no uniform plan is followed, for much depends upon 
the size and nature of the business. In any case, the subject is 
one for consideration in a later chapter rather than in this one. 


Impersonal Ledger Accounts: Nominal Accounts and Real 


Accounts. 
It is, however, necessary to explain here that other accounts 


besides Personal Accounts have to be kept in the Ledger or its 
divisions. Such accounts are known as “ Impersonal’’ Accounts, 
and are of two classes: Nominal Accounts and Real Accounts. 
Nominal Accounts are those which refer to classes of expenses 
such as wages, rent, interest; they do not represent anything of a 
property nature that can be sold. Real Accounts are accounts 
recording property and things that can be sold, such as land, 
buildings, horses, machinery, shares, and goods. 


Balancing the Various Classes of Ledger Accounts. 

As was explained in Chapter II., there are two sides to every 
Ledger Account—a debit side and a credit side. At the end of a 
trading period the two sides are totalled, and the difference, if 
any, is known as the “ balance”’ of the account. The amount of 
this balance is inserted on the lesser side, and when it is ‘‘ added 
in’’ with the items on the lesser side, the totals of the two sides 
of the Ledger Account agree. But the entry is not yet complete. 
The principle of Double Entry Book-keeping requires the making 
of a debit entry for every credit entry, and of a credit entry for 
every debit entry. There must, therefore, be a corresponding entry 
for each of those made in the accounts that have been balanced 
by the insertion of the amount of the balance. In the case of the 
Goods Account, or its two parts, Goods Purchased Account (or 

D 
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Purchases Account) and Goods Sold Account (or Sales Account), 
and the Nominal Accounts, the corresponding entries are made 
in the Trading Account, the Investments Revenue Account, or 
the Final Revenue Account, i.e., in one of the Revenue Accounts. 
in the case of the Personal Accounts and Real Accounts, the amount 
of the balance is carried down to the opposite side of the same 
account, and it serves as the first item for the next trading period. 
The following examples will illustrate the method of treatment 
of the balance in various kinds of account :— 


CASH ACCOUNT—CHAPTER VI. 


Dy. (Real Account— Balance carried down). Cr. 
fe Sn le | ee ss Gl 
Jan. 1) To Bal.brought |) Jan. 51 By E Jones 3.2) 10) 700 
down...... 20 ORO 7) 12 CR ute O me Ome 
Pee LO} pm Eee or chametr-|mmt 0 ms OM) lee) Wik Geeine as | 40 0 0 
Pel 2 Ee Osdeni* "40. 70, 50) Pelee bale carried 
» 31| ,, N. Kay ..w.. ; 50 0 0 | down...... 1) 60 030 
£140 0 0 || \4140 0 0 
—— a 
Jan. 31 | To Bal.brought | 
| down...... | £60 0 0 | | 
MACHINERY ACCOUNT. 
Dr. (Real Account— Balance carried down). Cr. 
crane Lo Sade 
Jan. 1) To Bal.brought Mar. 31 | By Depreciat’n| 5 O O 
down®...., 100 0 0O pe Lae al’ icanried 
Mar. 1| ,, SundryPer- | down...... PASS UE (0) 
SONS yacees 200 0 0 | 
£300 0 O £300 0 O 
Mar. 31 To Bal. brought | 
down...... £295 0 0 
A. BEE & CO. 
Dr. (Personal Account— Balance carried down). Cr. 
£OoS. ide ail | £ soade 
ane inielonGoodsmencer SOTO OF ie bsa Glas Cas haeeennees 30 0 
Woes PB 5 Daly wesreoe 20OmnO I Mar. 31} ,, Bal. carried 
| down...... 20 ORO 
£50 0 0 £50 0 0 
Mar. 13 | To Bal.brought 
down...... £20 0' 07+) 
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CO-OPERATIVE WHOLESALE SOCIETY LTD. 


Dr. (Personal Account—Balance carried down). Cr. 
ake. Sac: i Se Gl 

janes hovCash srs 80) 0) 0 Jan. 1) By Bal.brought 
Miao Oalets Oo sae caehcecc ee 60 0 0 down...... 80 0 0 
Eolas. eBals cattied|) 80) 0) 0 Marlo s="Goods %.7..6 60700 
down .... | Be Ora SP Gehan 80 0 0 
£220 0 0 | £220 0 0 

| Mar. 31 | By Bal. brought 
down...... £80 O O 


GOODS PURCHASED ACCOUNT. 


Dr. (Real Account—Closed by Transfer*), Cr. 
| £ s. a |] | Cee ds 
Jan. 31 | To Sundry Per- | Feb. 28 | By Sundry Per-| 
SOUS .e-ee- | 200 0 0 | | sons (Re- 
Feb. 28| ,, Sundry Per-| | HEESNS)) A5en) 240) OP 
SOUS. saver SO Onn O Mim Mar vols Bale carried 
Mar. 31/ ,, Sundry Per- to Trad-| 
SlONS cespoe ZIT eee Oley | ing A/c...) 580 0 0 
| eee || | ee 
4600 0 0 || | £600 0 0 
WAGES ACCOUNT. 
Dy. (Nominal Account—Closed by Transter). Cr. 
f{ s- a | | aS aude 
ation LO) Casita snc... 30 0 O ||. Mar. 31| By Bal, carried 
IES OAS WU Gis Wea saecene 250m Ons| to Trad- 
a i rnin 30 0 0 || ing Ajc..| 85 0 0 
| 485 0 0 | ; £85 0 0 


Ledger Balances representing Assets and Liabilities. 

It will be seen that in the case of the Real Accounts and 
Personal Accounts there is frequently a balance, and this is first 
described as ‘‘ Balance carried down,’ and then, when inserted 
on the opposite side, as “‘ Balance brought down.’’ Such balances 
represent either assets or liabilities. If the value of goods bought 
from a firm has exceeded the payments made to that firm, the 
credit entries in the Ledger Account of that firm will exceed the 
debit entries. ‘The surplus is the balance of the account, which is 
described in such a case as a credit balance. It shows the amount 
of debt owing by the business to the firm whose name appears 
at the head of the page, and that firm is rightly described as a 
creditor for the amount. Other Ledger Accounts (see e.g., the 


: *If the value of the enon hand APHIS end of the period is included in this account, the amount 
of the stock is carried down. 
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Machinery Account and the account of A. Bee and Co. on page 50) 
show a debit balance. A debit balance is either the amount of a 
debt owing to the business, or it is property belonging to the business ; 
and debts owing to the business and property belonging to it are 
known as assets. A credit balance is the amount of a debt owing 
by the business, and such a debt is known as a liability. 


Definition of Assets and Liabilities. 

Assets may be defined as follows: ‘‘ The assets of a business 
consist of debts owing to the business, or things of value, such as 
goods, property, and cash, belonging to the business.”’ 


Liabilities may be defined as follows: ‘“‘ The liabilities of a 
business consist of the debts it owes to its owners or other persons.” 


A Co-operative Society’s Assets and Liabilities. 

The amount of a society’s assets and liabilities can be ascer- 
tained from the Ledger or Ledgers. The principal assets will be 
land, buildings, fixtures, machinery, shares in other societies or 
companies, loans to various individuals and bodies, stocks of goods 
on hand, debts owing by members or others for goods, and cash in 
hand and at the bank. The principal liabilities will be share capital 
owing to members, loan capital and savings-bank deposits owing 
to members and others, and debts owing to merchants for goods 
supplied. 


The Balance Sheet Accounts. 

As the various Ledger Accounts enable the amounts of a society’s 
assets and liabilities to be ascertained, we have now gone so far 
as to explain in outline the records which show the following, as 
required by the definition of Book-keeping which we adopted :— 

(a) The position of the business in relation to the owners of 
the business and other persons. Records of its relations 
with debtors and creditors. (The Ledgers give the 
information.) 

(6) The debts and possessions of the business. The records 
of the assets and liabilities of the business. (The Cash 
Account and the Ledgers supply this information.) 

(c) The results of the business operations. (These are shown 
by the Revenue Accounts (explained in Chapter V.), 
which are built up from the Goods Account and Nominal 
Accounts contained in the Ledger.) 
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We can now relate these matters to the Standard Balance Sheet, 
which consists of three essential parts :— 

(1) The Cash Account, a summarised statement of receipts 
and payments (see Chapter IV.) built up from the items 
in the Cash Book. 

(2) The three Revenue Accounts—Trading Account, Invest- 
ments Revenue Account, and Final Revenue Account, 
explained in Chapter V. and built up from the Goods 
Account (purchases and sales) and the Nominal Accounts; 
and 

(3) The Statement of Liabilities and Assets, which is built up 
from the Personal and Real Accounts in the Ledgers. 


The Cash Account and Revenue Accounts have been explained 
in previous chapters, and the order of arrangement of the items 
in those accounts has there been outlined; but the form of statement 
of liabilities and assets still requires explanation. The order of 
arrangement followed in the Standard Balance Sheet is as follows :— 


STATEMENT OF LIABILITIES AND ASSETS 
AT 31st DECEMBER, 1925. 


Notrre.—The numbered items are group headings covering a number of subsidiary items, Compare 
this form with a society’s balance sheet drawn up on Standard Balance Sheet lines. 


LIABILITIES. ASSETS. aS ands 
(0) SIMBRESS cccsaceosoqorcooasanss (1) Stocks of Goods .......... 


(This item includes ordi- ings, Fixtures, Live 
nary loans to the society and StOCk, ClCH arsuiaccesessi 


(24\ JEBHEIS) aga scomcsoucons mons (2) Property (Land, Build- 
also savings-bank deposits i ) Investments (Shares, 


and bank overdraft.) oanswete. meee secs 
(3) Various Liabilities ....... (4) Various Assets (Ajes. 

(fhis item includes owing to the society 
amounts owing for goods | and sundry assets; also 
and for share interest, as | Cash in hand and at 
well as sundry liabilities of GineM Bat kc \pceemare claret. 


minor importance.) 


(4) Reserve and Insurance 
JEEOGIE) {Gascgaaccodecoopoune 


Total of preceding items..£ 


(5) Balance disposable (i.e., 
surplus available for 
dividend, etc.) .......... 
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Reserves and Reserve Funds ; and Balance Disposable. 

All the foregoing items are almost self-explanatory except Nos. 
4 and 5 on the liabilities side, which are rather confusing to the 
uninitiated. How often, for example, is the question asked, “‘ How 
can a reserve be a liability ?’’ or ‘‘ How can the amount available 
for dividend be a liability ? ’’ or ‘‘ Where is the reserve fund ? ”’ or 
“‘ How can there be a reserve fund when there is a bank overdraft ? ”’ 
These questions the reader will be more easily able to answer after 
items 4 and 5 have been explained. 


A reserve is a surplus of assets over liabilities. It means that 
if all the assets were turned into cash at their balance sheet value 
there would be enough cash available to pay off all the liabilities 
to members and others, still leaving in hand an amount of cash 
equal to the reserve fund. Of course, the assets, if sold, might not 
tealise their balance sheet value, and the reserve would then have 
to be drawn upon. ‘The reserve, being a surplus of assets over 
liabilities, can only be created by increasing the assets in relation 
to the liabilities. If a society received from members £1,000, and 
banked it, the assets would be £1,000 in the bank, and the liabilities 
would be £1,000 owing to the members. If goods were bought for 
£800, and expenses amounting to £200 were paid for selling them, the 
£1,000 cash would disappear; but if the goods were sold for £1,200 
in cash there would be this amount of cash in hand or at the bank. 
The assets would be £1,200 cash at bank, whilst the liability for 
share capital would still be £1,000. There would be a surplus on the 
trading operations of £200, and in a Co-operative Society this would 
be the “ balance disposable,’ which would be available for distribu- 
tion as dividend or for other purposes. In any case, it belongs to the 
owners of the business, who will decide what to do with it. It is 
therefore a liabilitv of the business to the owners, and for that 
reason the £200 “balance disposable’’ must be entered on the 
liabilities side. It is necessary to have some such entry on the 
liabilities side, otherwise the total of the liabilities side would not 
agree with the total of the assets side. 


Suppose, now, that the members said: ‘‘ We have done well this 
half year, but the society may not be as successful in the next half 
year, and it will be wise to distribute only £150 in dividend (the 
dividend when paid out in cash would reduce both assets and liabili- 
ties by the amount paid out) and put the other £50 on one side to 


ASSETS AND LIABILITIES. 55 


meet a possible loss in the next trading period.”” They would create 
a reserve fund of £50. It would still be the property of the members; 
who could decide at the next meeting to pay it out in dividend, add 

-it to their capital, or give it away. It is still owing to them by the 
business, and therefore a liability of the business. Hence it is quite 
correct to enter the amount of the reserve fund on the liabilities 
side. The transfer of £50 from the “‘ balance disposable’ to the 
reserve fund has not altered either the amount or the nature of the 
assets. 


The reserve must be distinguished from the reserve fund. The 
reserve is what the society can fall back upon in case of need, and, 
being a surplus of assets over liabilities, it is a part of those assets, 
but not any particular asset. In the case quoted in the previous 
paragraph, where all the goods were sold for cash, and the sole asset 
was £1,200 in cash before paying the £150 in dividend and £1,050 
thereafter, the reserve was in cash. But suppose the society had 
spent the whole of this £1,050 in purchasing goods, for which cash 
was paid at the time of purchase, the cash asset of £1,050 would 
have disappeared, and another asset—a stock of goods valued at 
£1,050—would have taken its place. The society’s reserve still 
remains; the society still has assets exceeding its liabilities (other 
than reserve fund) by £50. The reserve, therefore, is not necessarily 
in cash; it is not necessarily any particular asset; but is the general 
surplus of assets over liabilities; and the amount of this reserve is 
equivalent to the amount of the reserve fund on the liabilities side. 
The term, “ reserve fund, £50,” simply means that the amount of 
the reserve is £50. It is a statement of the amount by which the 
assets exceed the liabilities. 


SUMMARY. 


For the purpose of attaining the objects of Book-keeping, two books, 
and two only, are essential—one to record the transactions day by day as 
they occur, and one to classify these entries. The old-fashioned Waste Book 
and the Journal meet the former need of a daily record, but are substituted 
in modern business houses by several books, each of which is kept for the 
recording of a special class of these daily tranSactions. All transactions are 
either goods bought or sold, or cash received or paid, and the books usually 
employed for recording the daily transactions are (a) Purchases Day Book 
for recording purchases; (b) Sales Day Book for recording sales; and (c) 
Cash Book for recording cash received and paid. The Ledger classifies these 
daily transactions by the allocation of a special page, called a folio, for each 
person or account, and all debits and credits for each account are collected 
on the appropriate page. In practice,several Ledgers are kept for convenience, 
e.g., one for persons from whom goods have been bought, or by whom services 
have been rendered (this is known as the Purchases Ledger, or Bought Ledger) ; 
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another Ledger—a Sales Ledger—is kept for the accounts of persons to whom 
goods have been sold on credit; another Ledger is usually kept for the 
property accounts—land, buildings, etc.—and this is frequently known as the 
Property Ledger; and another is kept in a Co-operative Society for the share 
accounts of members, and this is known as a Share Ledger; whilst a Loans 
Ledger and Savings-Bank Ledger will be kept where there are loans or a- 
savings bank. 


Ledger Accounts may be divided into Personal Accounts—those relating 
to persons—and Impersonal Accounts, which are those relating to things and 
not to persons. Impersonal Accounts may be divided into two classes—Real 
Accounts, which refer to property, such as land, buildings, goods, and cash; 
and Nominal Accounts, which are the accounts that record some class of 
expense, such as wages, rent, and carriage. The Goods Account is frequently 
treated as a Nominal Account because of the difference between goods and 
capital items, and because goods items are entered in the Trading Account, 
not in the Capital Account. 


When Personal or Real Accounts are balanced, the amount of the balance, 
if any, is inserted on the lesser side and then carried to the opposite side of 
the account to serve as the first entry for the next trading period. When 
Nominal Accounts are balanced, the balance, after being inserted on the 
lesser side, is carried to the opposite side in one of the Revenue Accounts. 
The Ledger Account is then said to be closed. 


Where the total of the Dr. side of a Ledger Account is greater than the 
total of the Cr. side, the balance is said to be a debit, or Dr. balance; and when 
the total of the Cr. side is greater, the balance is said to be a credit, or Cr. 
balance. 


Balances in the Personal and Real Accounts represent assets or liabilities. 
Debit balances are assets, and credit balances are liabilities. Assets consist 
of property belonging to a person or firm, or debts owing to a person or firm. 
Liabilities consist of debts owing by a person or firm. The principal assets 
of a Co-operative Society are land, buildings, fixtures, live stock, rolling stock, 
shares, loans to other people, goods, debts owing to the society, and cash in 
hand or at bank. The principal liabilities of a Co-operative Society are share 
capital owing to members, loan capital and savings-bank deposits owing to 
members and others, and debts owing to merchants for goods supplied or 
services rendered. 


The Statement of Liabilities and Assets published in a society’s balance sheet 
can be built up from the Ledger Accounts. On the liabilities side of the 
statement are two items—‘‘reserve and insurance funds,’’ and ‘‘ balance 
disposable,’’ which are liabilities of the business to the members. Reserves 
are a surplus of assets over liabilities, and the amount of the reserve fund 
is a statement of the amount of the reserve; whilst the balance disposable 
is the amount cf the trading surplus available for dividend or other purposes. 


QUESTIONS AND EXERCISES. 


1, What books are essential for the attainment of the objects of Book- 
keeping ? In what respects do they resemble and differ from one another ? 


2. What three books are generally employed to record the daily trans- 
ee of a business ? State the nature of the transactions recorded in each 
of them. 


__3. Into what classes may Ledger Accounts be classified ? Explain the 
difference between the various classes of Ledger Account, giving examples 
of each class. 


4. How are Ledger Accounts balanced ? Where are the balances of the 
Ledger Accounts carried ? Give examples to illustrate your answer. 
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4 5. Define “ Assets ’’ and “‘ Liabilities,’ and indicate the sources of informa- 
tion from which the assets and liabilities of a business may be ascertained. 


6. On which side of the Ledger do the balances representing (a) Assets, and 
(6) Liabilities appear ? 


7. Prepare a Statement of Liabilities and Assets, showing the group 
‘headings employed in the Standard Balance Sheet. 


8. What assets and liabilities are usually to be found in the balance sheet 
of a Co-operative Society ? 


9. What are the three essential accounts of the Standard Balance Sheet, 
and from what sources are the items for each account derived ? One of the 
essential accounts has three sections. What are the names of these sections ? 


10. What is a “‘Reserve’’? Why do reserve funds appear on the liabilities 
side of a Statement of Liabilities and Assets ? 


11. Can a society be truly said to have a reserve when it has a bank 
overdraft ? Give reasons for your answer. 


12. What is the meaning of “ Balance Disposable’ ? On which side of 
the Statement of Liabilities and Assets does it appear ? Why does it appear 
on this side of the statement ? 
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REVISION QUESTIONS AND EXERCISES ON CHAPTERS I. TO VI. 


1. John Lord has £20 and James Lee has £30. Lord lends Lee £10. Who 
is the debtor and who is the creditor in this transaction ? ; 

2. What are the assets and liabilities of each party after the loan mentioned 
in Question 1 has been made ? 

3. If Lee repays to Lord a loan of £10, who is the debtor and who is the 
creditor in the transaction ? 

4. Explain the term “ assets ”’ and the term “ liabilities.” 

5. Mention three assets and two liabilities likely to be found in the balance 
sheet of a Co-operative Society. 

6. If a society buys £10 worth of flour and pays cash for it, and buys 
£5 worth of sugar on credit, what change has taken place in its assets and 
its liabilities ? 

7. Explain the terms “ debtor’ and “ creditor.” 

8. What meaning is attached to the term “‘ balance sheet ’’ in the Co- 
operative movement ? 

9. State briefly how Co-operative Book-keeping resembles and differs 
from Book-keeping in non-co-operative businesses. 

10. Who would be paid last if the business of a Co-operative Society 
were wound up, and why ? 

11. What would be the difference of “‘ rights ’’ of a person who invested 


share capital in a Co-operative Society and one who invested loan capital, - - 


if the society were wound up ? 

12. What is the principal information which a person engaged in business 
expects to get by keeping books on a proper system ? 

13. What is the object of Book-keeping ? 

14. Show the truth of the statement that every transaction involves 
two persons, and give two illustrations of this truth. 

15. What is a “debit ’’ entry and what is a “credit’’ entry ? Where 
would you expect to find the debit entries if a society bought goods value 
£100 from the C.W.S. ? 

16. What is the golden rule of Double Entry Book-keeping ? What 
relation has this rule to the balancing of the books of a society ? 


17. Compile a specimen Ledger Account and enter two debit and two 
credit entries. 

18. What is the “ balance”’ of a Ledger Account ? What is indicated 
when there is such a balance ? 

19. When a society purchases goods, what Ledger Accounts are affected, 
and what entries are made ? 

20. If you were asked to examine the books of a society to ascertain 
whether it owed money to the C.W.S. for goods supplied, where would you 
look, and what would you look for, to tell whether it did or not ? 


21. In what respects does a Journal differ from a Ledger ? 


22. It is said that the Journal is a book of primary entry. What does 
this mean ? 
Ye 23. Journalise the following items :— 
Jan. 1— Bought goods from C.W.S., £80. 
» 2.—Bought goods from A. Merchant, £20. 
Or haldve Wes, 410) 
», 9.—Shop takings for month up to date, £50. 
,, 6—Paid wages, £5. 
, 6.—Returned goods to A. Merchant, £5. 
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24. Having journalised the items given in Question 23, post them from 
the Journal to Ledger Accounts, afterwards balancing these Ledger Accounts. 


25. Give two examples of a “double” transaction, and journalise them. 

26. Why is the Journal only sparingly employed in business houses to-day, 
and for what entries is it used ? What justification is there for requiring 
students to use it at the beginning of their studies ? 


27. What is “income” and what are “receipts”? ? Give two examples 
of each. 


28. Using the answer to Question 27 as the material, explain the difference 
‘between “income ”’ and “ receipts.” 


29. What is “expenditure ’’ and what are “ payments’? Give two 
examples of each. 


‘ 30. Using the answer to Question 29 as the material, explain the difference 
between “expenditure ”’ and “‘ payments.”’ 


31. Prepare as for the A. B. Society (a) a Receipts and Payments Account, 
d (6) an Income and Expenditure Account from the following data :— 
Jan. 1.—Purchased goods from the C.W.S., value £50. 
,, 1.—Shop takings for goods sold, £20. 
» 2.—Paid wages, £5. * 
,, 2.—Purchased goods from A. B. and Co., £20. 
, 2.—Shop takings for goods sold, £15. 
,, 3.—Bought goods for cash from C. D., £5. 
» 3—Paid C.W.S. cash, £20. 
», 3—Paid rent to landlord, £5. 
32. It is said that a Cash Account is a Receipts and Payments Account. 
Explain this statement. 
33. It is said that a Trading Account shows income and expenditure 
arising from trade. Explain this statement. 
34. Under what group headings are receipts and payments classified in 
a Co-operative Society’s Cash Account ? 
35. Make out a Cash Account showing the group headings, and make 
_ one entry under each heading. 
36. What are the principal items included as Capital Account receipts 
and payments in the Cash Account of Co-operative Societies ? 
37. What are the principal items included as Revenue Account receipts 
and payments in the Cash Account of Co-operative Societies ? 
38. Can (a) a person’s payments exceed his receipts, and (b) a person’s 
expenditure exceed his income ? Give explanations of your answers. 
39. On which side of the account—Dr. or Cr.—are the following classes 
of transactions entered: cash received; cash paid; income; expenditure ? 
40. Can a person be a bankrupt if his receipts exceed his payments ? 
Give reasons for your answer. Would your answer be different if his receipts 
had exceeded his expenditure ? 
41. ‘‘ Some forms of expenditure are spoken of as investments.’ 
this statement and give two examples of investments. 
42. What is Capital expenditure ? What is Revenue expenditure ? 
Explain the difference between the two classes of expenditure. 
43. Under what group headings may income and expenditure be classified ? 
44. Give three examples of Capital expenditure and three examples of 
Revenue expenditure, and show how they differ. 
45. How is the gradual falling off in value of a machine (due to wear and 
tear) provided for in the books of a business ? 


, 


Explain 
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46. The Revenue Account is divided into three parts in the balance sheet 
of a Co-operative Society. What are these three parts, and what class of 
income and expenditure is entered in each of them ? 


47, What name is given by Co-operators and by private traders to the 
excess (if any) of income over expenditure ? On which side of the Revenue 
Account is this excess entered, and why is it entered there ? 


48, What is a Purchases Book, and what entries are made therein. 


49. Prepare a suitable ruling for a page of a Purchases Book, and enter 
three items in it. : 


50. To what accounts are the items posted from the Purchases Book ? 


51. What is the difference between a Personal Ledger Account and an 
Impersonal Ledger Account? Into what classes are Impersonal Ledger 
Accounts divided ? 


52. What is a Dr. or debit balance of a Ledger Account ? How does it 
arise ? 
53. Where are the “ balances ’ 


? 


of the Ledger Accounts carried ? 
54, Describe the process of balancing a Ledger Account. 


55. Which Ledger Account balances represent assets and which represent 
liabilities ? 

56. From what sources is a society’s Statement of Liabilities and Assets 
built up ? 


57. What are Reserves and where are they to be found in the balance 
sheet ? 


58. What kinds of Reserve Funds do you know of ? Where are they to 
be found in a society’s balance sheet ? 


59. What is the meaning of the term “ balance disposable ’’ in a Co-operative 
Society’s balance sheet ? 


60. If a society’s liabilities exceeded its assets, what would you be entitled 
to conclude ? 


61. Can a society be solvent when it has a big overdraft at the bank ? 
Give reasons for your answer. 


62. Prepare a blank form of Statement of Assets and Liabilities showing 
the group headings on each side of the statement. 


63. During a certain season an employees’ football club received £22 in 
embers’ subscriptions; a donation of £20 from the society; and other 
donations £3. It drew £18 in gate-money; sold an old hut for £5, and some 
old shirts for £1; paid £15 for rent; {2 for repairs to goal posts; £13 for a 
new hut; £10 in players’ fares; {£10 for new shirts and knickers; £5 for 
services of a groundsman; £3 for new balls; £5 for secretary’s expenses; {£7 
for printing; and {£3 for sundry expenses. There was £10 in hand at the 
beginning of the season. Prepare its Statement of Receipts and Payments 
for the season. 


> 64. A guild branch began with a balance in hand of £3, and during the 
guild year, 1924-5, received £10 in members’ subscriptions; £10 as grant from 
the society with which it was connected; £12 as net proceeds of a sale of 
work; and £2 for sale of literature. It paid the following items: Rent of 
room, £5; printing of syllabus, £3; secretary’s honorarium, £5; postage, £1; 
delegation expenses, £3; subscription to National Guild, £3; subscription to 
Sectional Educational Association, 10s.; sundry expenses, 10s. Prepare its 
Statement of Receipts and Payments. 
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GHAPTER VIL 


THE RECORDING OF PURCHASES 
AND OTHER EXPENDITURE. 


THE PURCHASES BOOK AND THE INVOICE 
ANALYSIS BOOK. 


N previous chapters a survey has been made of the methods by 
| which the objects of Book-keeping are attained. We have, as it 
were, viewed the framework of the system of Double Entry Book- 
keeping. There remains the task of examining in detail the various 
parts which make up the complete system. We have already noticed 
that all business transactions are either (a) goods bought or sold, or 
(0) cash received or paid. The books of primary entry are employed 
to record purchases and sales, and also to record cash received and 
paid. We shall now explain these books of primary entry. Since 
business operations are so much concerned with the buying and 
selling of goods, and since a society buys goods before it sells them, 
it will be convenient to begin with a description of the Purchases 
Book, often called a Purchases Day Book. 


The Purchases Book. 

As was explained in Chapter III., the Purchases Book may be 
looked upon as a part or section of a single book (Waste Book or 
Journal) originally kept in the days of small things, when all 
transactions, whatever their nature, were entered daily in one book 
in the order of their occurrence. But the purchases of one firm are 
the sales of another firm, and the purchasing firm does not enter 
the purchase in its books until the goods are invoiced by the seller. 


Invoices. 

The seller of the goods when he delivers them to the purchaser 
direct, or to the railway company for forwarding to the purchaser, 
prepares and sends to the purchaser a document known as an 
invoice, whereon are stated the quantity and description of goods 
forwarded, the price of each article, and the total cost of the goods, 
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the nature of the packing (e.g., ‘‘In one case fully addressed ’’), and 
the route by which the goods have been forwarded. The invoice 
bears in addition, of course, the names of seller and buyer and the 
date. 

An invoice may therefore be defined as a form containing 
particulars of the quantity, quality, price, cost, and other details of 
goods sold and delivered.* The following copy of an invoice will 
illustrate the definition :— 

Leicester, December 18th, 1925. 
The Greenvalley Co-operative Society Lid. 
BOUGHT OF THE 
FEDERATION CO-OPERATIVE PRODUCTIVE 
SOCIETYeLIMTLED, 
PIONEER WORKS, LEICESTER. 


) 
| i} 


Route. | Carriage. | Package. | Marks. 
L.M.& S. Railway. Paid. | One Case. | Fully Addressed. 
Quantity. Description. Size. Price. || Charge. | Total. 
fo eral || eh ee Gl 
8 doz. prs. | ““ Mayflower’”’ Ladies’ Shoes| 6 15) Weeden ON OS) antec 
1 es “ Mayflower’ Ladies’ Shoes| 6 15/- 90 10, S36 Ome 


HE Wel ls 9 


Checking of Invoices. 

An invoice when received is checked. In other words, it is 
examined to see if it is correct. Before the invoice is passed for 
payment some person must see that the goods have arrived, and 
for this purpose will refer to a Goods Received Book, in which are 
entered day by day all goods received. The same, or some other, 


ee bas definition should be compared with the definition of a contract note: ‘‘ A contract note 

is a form containing the conditions of sale and particulars of the quantity, quality, price, and other 

eer. of potion ee poe - the contracting parties to the other.” In the case of an invoice 
e goods are delivered, but the delivery of goods contracted for may not bi 1 

after the contract has keen made. z Be ore 
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pefson or persons must see that the goods are correct in quantity 
and quality, and agree with the order; some person must pass the 
price as correct; and some person must check the extensions, 
i.e., see that the calculations and the totals are correct. Each of 
these persons should initial the invoice, so that if any error is 
afterwards discovered it may be possible to fix the responsibility 
for passing the invoice upon the right person. ‘To facilitate this 
recording of the initials of those who pass the invoice it is usual 
when an invoice is received to stamp it with a rubber stamp, as 
follows :— 


LIMON Operon sn piece oe eee ees 


Pe BOGE. eee tities. ccealies 
, The abbreviations mean Invoice num- 
Led. Folio ee Mee. eae Gee ber; Purchases Book (page number) ; 
Receipt Olt ate isc. atawed Ledger Folio; Receipt (of the goods) 
, checked; Quantity checked; Quality 
Quantity CR. eee eeeeeereeees checked; Price checked; Extensions 
Mrrality Chi wscsse-catece and Totals checked. 
ricer Came eee seo anne 


Entering of Invoices in the Purchases Book. 

The invoices when received are numbered in progressive order 
from No. 1 onwards, the invoices of each trading period or year 
commencing with No. 1. The numbering of the invoices in this 
way facilitates reference afterwards, for they are filed in numerical 
order after having been entered. In some societies, the invoices 
are entered, either fully or partly, in the Purchases Book before 
being sent out to the departments for checking; and in other cases 
they are not entered until checked. The former method, if the 
entry includes merely the number of the invoice, the name of the 
seller, and the total, is probably the best, for there is then less 
danger of an invoice being overlooked if it is lost after being sent 
out to a department to be checked. Any necessary details can be 
added in the Purchases Book when the invoice is returned after 
having been checked. 


In the older-fashioned method of keeping the Purchases Book 
the various items included in the invoice are entered line by 
line. Each month’s entries are usually commenced on a fresh page. 
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so that a total for each month’s purchases can be obtained. HI we 
imagine a society with very few purchases the following might be 
taken to represent a page in the Purchases Book covering the 


purchases for a month :— 


JANUARY, 1926. Page 1. 
Ten | Betis” | Date. Price. 
| 
| 
aj | ve Ge Gla eG Gl 
Leela t| of att age) CwW.s.Lta— | | 
20 sacks Flour............ A4/— || 44 0 O|  .....- 
6 cwt, Sugar ............ | 28/- || 8 8 0} 52 8°90 
Del Scat ars ew 6 id= | | 
OAs LETS) TN ooqoodccdcer | 138/— || 13 16 Oj 13 16 O 
| | 
Si | | 
3 nae eo) Black and Brown— | 
Iewibaelarclecreact=<eeeerr | 90/— | 410 07-4 10 0 
—15— 
rae Ee els C West = | | 
Siucwit wb Uktebc cee seeser 228/57, OM ON | i imerees 
. 1 ewt. Cheese.........5..]116/— || 5 16 0 | 6216 0 
a 
See 
5 As He oes A. White and Co.— | 
I spaik Patent Scales) sca) oun O Ol romn OO 
| I 
| | 
Hinges | | 
| £136 10 0 1386 10 0O 
| 


When the invoices are being entered in the Purchases Book the 
number of each invoice is entered in the appropriate column, and 
the number of the page of the Purchases Book is entered on the 
invoice in the place indicated by the rubber stamp. Where the 
invoices are carefully filed it is not always considered necessary now 
to enter each line of the invoice, but to enter only the total of the 
invoice, reference being made to the invoice if information about 
details is required. 
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Relation of the Purchases Book to the Ledgers. 

The Purchases Book furnishes the data for two classes of Ledger 
entries—the entries in the Personal Accounts and the entries in 
the Impersonal Accounts. ‘The personal entries are the totals of 
the various invoices, and are posted from the Purchases Book to 
the credit side of the Personal Accounts in the Purchases Ledger 
(or Bought Ledger), for the sellers of the goods are creditors. as 
explained in previous chapters. Tbe impersonal entries are the 
total purchases for the month, and are posted from the Purchases. 
Book at the end of the month to the debit side of the Goods Account, 
or Purchases Account, or other appropriate account. These 
accounts are debited because the business is a debtor for the amounts, 
and the section or department which is the receiver on behalf of the 
business, e.g., goods department, is debited to show the business as 
a debtor. If the purchases include nothing but goods the monthly 
total will go direct to the Goods Account; but it thev include other 
items—say, stationery, machinery, or fixtures—a summary analysis 
of the total purchases must first be made at the end of each month, 
and entered after the monthly total in the Purchases Book, e.g.:— 


Sle 

(CaaS ee doa ce ae acc eac erece TZ00RE Gre 
SEBO A” conontiaoasavengpobasoansocboonngoDNS 508 oy (O! 
Machine tyarecncesacr jae oti ssa) reine wis. caeet 140 0 0O 
Te PIILES Seatac wee cw ccita cucerdaieee haere Aoeawes HH AS A) 
ood) lee co 


The total, £1,353. Is. 5d., will agree with the total of the daily 
putchases in the Purchases Book, and each of the four separate 
totals will be posted to the debit of its appropriate account in the 
Nominal or other Ledger. The total of the debits in the Impersonal 
Accounts will then agree with the total of the credits in the Personal 
Accounts, and the requirement that each debit shall have its cortre- 
sponding credit, and vice versa, has been satisfied. By posting 
totals of monthly purchases in this way the necessity of journalising 
each individual item in order to get the appropriate debit for each 
credit, and vice versa, is avoided, and much time is thereby saved. 
It is desirable that all purchases, whether for cash or on credit, 
should be entered in the Purchases Book. 


Invoice Analysis Book. 
It has been necessary to explain the form of Purchases Book 


outlined in this chapter because it is still employed in some 
E 
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businesses, and it has some advantages where the business is a 
small one; but a more modern system, and one indispensable in 
some form or other in a big business, brings into use an Invoice 
Analysis Book, or Purchases and Expenses Analysis Book. In 
this book the total only of each invoice is entered—not the details 
of each item on the invoice—and this total is analysed at the time 
of entry under such headings as may be required. This method 
makes possible the analysis of purchases and expenses department- 
ally, and also according to the nature or the function of the 
expenditure. By keeping separate analysis books for goods, for 
expenses, and for other expenditure, additional columns for analysis 
can be provided and classification can be carried still further. 


At this stage of his contact with the subject it will be well for 
the student to confine his attention to the broader classification of 
expenditure, leaving to a later stage of his study the finer divisions 
and classifications. We shall therefore suppose, for the purpose of 
explaining the principle of classification, that we are concerned 
with the expenditure of a small society which has only one depart- 
ment—a grocery department. When the student is familiar with 
the entries and system necessary for such a society it will not be 
very difficult for him at a later stage to extend the application of 
the underlying principles in a more detailed classification of expen- 
diture arising out of the operations of a society with several 
departments, including productive and service departments. 


It will be convenient, at first, to think of expenditure as 
consisting of three general classes: (1) goods, (2) expenses, and 
(3) capital expenditure. The first-named consists of expenditure 
upon goods bought for re-sale in the same or in an altered form; the 
second consists of all expenditure other than capital expenditure 
incurred for the purpose of effecting a re-sale; and the third 
consists (as explained in Chapter V.) of expenditure upon land, 
buildings, machinery, fixtures, motors, etc.—things which are not 
completely used up in any one trading period for the purpose of 
effecting the re-sale of the goods. These three general classes can, 
at a later stage, be divided into smaller classes or sections. 


Having decided upon these general classes, our Invoice 
Analysis Book is ruled accordingly. Columns must be left for 
date, invoice number, name of sender of invoice, Ledger reference 
number, for the total of the invoice, and for each class of 


RECORDING OF PURCHASES AND OTHER EXPENDITURE. 67 


expenditure. Such an Invoice Analysis Book would appear as 
follows :— 


- Capital 
Invoice | Ledger a Total. Goods. Expenses. | : 
Nin Folio. Date. Name a Palas Pee) 2 ra Expenditure. 


| 

| 
| lc Sales Bi) SeulCeniieeey Se ecleni|i ee tS, ce 
| 

| 

| 

| 


Let it be supposed that a society during the month of January, 
1926, receives twenty invoices. These invoices will be numbered in 
progressive order on receipt and stamped, as mentioned earlier in 
this chapter, so that those responsible for checking the invoices 
may record their initials. In order to avoid repeating in the 
Personal Account any mistake that might be made when entering the 
amount of the invoice in the Invoice Analysis Book, it is desirable 
not to post the Personal Ledger from the Analysis Book but to enter 
the amount of each invoice direct from the invoice into the Personal 
Account of the seller in the Purchases Ledger before entering it 
finally in the Analysis Book. The number of the folio in the Ledger 
can then be inscribed on the invoice in the place provided by the 
stamping, and it can be repeated in the Invoice Analysis Book. 
This method of dealing with the entries facilitates reference to the 
Ledger from the Analysis Book without turning up the file of old 
invoices to find the Ledger folio for any particular item. 


The following may be supposed to be the summarised particulars 
of the twenty invoices, which are here listed in numerical order :— 


(1) Jan. 4—Co-operative Wholesale Society Ltd.. Bacon...............++.- 30 
(2B) pp 2 = 53 : ., BUCUSL ese cesten eases sues 40 
(QB) a Che Pr * CHEESE, ccet feces oatiess 10 
[C9 ew ae * is é Various Goods ....... 40 
(5) 95, S.—A. Bee and) Co. wie. 26s... 68. se es ewes eee Sundry Goods......... 10 


(6) ,, 9.—Co-operative Wholesale Society Ltd.. Stationery ............ 3) 


68 RECORDING OF PURCHASES AND OTHER EXPENDITURE. 


(7) Jan.11—L,. M. & S. Railway Co. .......essseeeee Carnage, .sssersniasen 2: 

(8) ,, 13.—Ridehard and Co. .......:.s.ssseeeeeeeeee MOtor Vatlvecscesestee 200 

(9) ,, 16.—Co-operative Wholesale Society Ltd.. Flour ...............+.:- 80) 
(10) ,, 16.—B. Quick and Co. ........sesceeseeereseees IBA Com peaseneceetrsesere 10 
(11) ,,  I8.—W. Farmer .........:ecscecseerroreecesroee Potatoes .....erseeeee 10 
(12) ,, 19.—Green and Brown .................-.+0-+ Painting Premises... 15 
(13) ,, 19.—Co-operative Wholesale Society Ltd.. Bacon and Flour.... 75 
(14). ,, 20—A. Bee and Co. .........20..ecereeeer evens Sundry Goods......... 10 
(15) 5, 20-1. M. eS.) Railway Cor er. cece. «cane Carriage fenscsansete 3 
(16)> Gon 23—Corporationy <a... .seseeren tress acios=easae INGA, scoodaneocesoodaon 5 
(U7) ZORA. WOO. eine ciesweiecioncectinsecicecieenecse New Coutter-ccs-cs-c 10 
(18) ,, 26.—Co-operative Wholesale Society Ltd.. Cheese................+-. 10 
(GS) ie 8: — Posts Ottice ie csansreccsedecssestaeensessnes Telephone Charges... 10 
(20) 305 — Cot poration. ssressesaseccmemsce ances. ses Gas StO Vemecrs.scceer 3 
(21), 30 ——Sundtys Persons sracsessoscssescneensees Wages for Month ... 25 


The last item calls for explanation. The wages are paid weekly. 
The details are entered in a Wages Book, and the total is entered 
in the Cash Book when paid. It is a convenient and commendable 
way of dealing with the wages charge to make out a “dummy ” 
invoice, either weekly or monthly, for the amount of wages paid 
during the month and enter it in the same way as other invoices in 
the Invoice Analysis Book.* 


The foregoing items, when entered in the Invoice Analysis 
Book, will appear as shown on page 69. It may be desirable to 
add here that the Invoice Analysis Book is usually totalled monthly 
and the totals of the various columns are posted monthly, the 
entries for each month being commenced on a fresh page. When 
numbering the invoices, it is desirable to commence with No. 1 at 
the beginning of each half-yearly trading period, or each year if 
the trading periods are quarterly ones. 


_ * When this is done, a Personal Account, headed “ Stati Wages,” is required, and this is credited 
with the amount of the invoice for wages, and debited with the payments as per Cash Book. An 
alternative method is to enter the wages from the Cash Book weekly as paid into the Invoice Analysis 
Book, but this method is not as satisfactory as the method recommended above. In larger societies. 
other methods may be preferable, and these will be explained later. 


» 
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The total of each invoice having been entered on the credit 
side in the Purchases Ledger in each creditor’s account, the total 
of each class of expenditure must now be entered on the debit side 
of its appropriate account in the Nominal or other Ledger. Being 
concerned with a small society we need only one Ledger for both 
Nominal and Real Accounts, but it will be wise to allocate, say, the 
first two-thirds of the Ledger for Goods Purchased, Goods Sold, 
and Nominal Accounts, and the last one-third of the Ledger for the 
account or accounts of capital expenditure, so that kindred 
accounts will be together. At a later stage, when the accounts of 
larger societies are being dealt with, separate Ledgers will be 
required. The index to the Ledger will give the number of the page 
allocated to each account. 


This chapter, however, is primarily concerned with the 
recording of expenditure in the Purchases Book or Invoice Analysis 
Book; but it has seemed desirable to indicate their relationship to 
the Ledger, so that the student may see quite clearly how the rule 
is followed of giving to every debit its corresponding credit, and 
to every credit its corresponding debit. 


SUMMARY. 


A Purchases Book, often named ‘‘ Purchases Day Book,” is employed to 
record purchases daily. The separate items of the invoice and the total of 
the invoice may be entered, or the total only of the invoice. The total is 
sufficient when the invoices are suitably filed for reference on points of detail. 

The entries in the Purchases Book are made from invoices forwarded by 
the seller of the goods. An Invoice is a form containing particulars of the 
quantity, quality, price, cost, and other details of goods sold and delivered. 
When an invoice is received by a purchaser of goods it is checked in order 
to verify the correctness of the goods and the charge for them. To facilitate 
the recording of the initials of the persons responsible for checking the 
various parts of the invoice, and to aid other references, it is usual to stamp 
the invoice with a rubber stamp, so that the necessary particulars can be 
recorded in a systematic manner. The invoices are numbered in progressive 
order on receipt, and are entered in numerical order in the Purchases Book, 
and afterwards filed in the same order to facilitate reference. The Purchases 
Book is usually totalled monthly, and the total (or the total of each class of 
purchase if more than one class is recorded) is debited to the Goods Purchased 
or other appropriate Account—Impersonal Account. The Personal Accounts 
of the creditors in the Purchases Ledger are entered either from the invoices 
direct or from the Purchases Book. 


In modern methods of Book-keeping a Purchases and Expenses Analysis 
Book or Invoice Analysis Book is usually employed in place of the older 
style of Purchases Book. The invoices are entered in number order—which 
is, roughly, date order—of the invoices. The Invoice Analysis Book, besides 
having columns for the number and date of the invoice, and for the Ledger 
reference number and name of the firm issuing the invoice, is ruled with cash 
columns for the total amount of the invoice, and a further number of cash 
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columns each of which is for recording a particular class of expenditure, so 
that the number of cash columns depends upon the number of class headings 
under which it is desired to classify the expenditure. 


For the time being, the student is asked to confine his attention to three 
principal divisions of expenditure, viz., goods, expenses, and capital 
expenditure, and to consider the accounts of a small society with only one 
department—a grocery department. The classification of expenditure in 
sub-classes, and the allocation of expenditure for various departments of a 
society, follow the same principles, and will be treated in later chapters when 
the student is more familiar with the principles and method of classification. 
The invoices having been entered in the Personal Accounts as credits, the 
debit entries of corresponding value can be made by posting the total of each 
of the three columns of classified expenditure in the Nominal and Real 
Accounts. 


QUESTIONS AND EXERCISES. 
1. What is a Purchases Book or Purchases Day Book, and from what 
source is it entered ? 
2. What is an Invoice ? Prepare a suitable heading for an invoice. 
) —3. Make out an Invoice for the following goods, using imaginary names 
— and completing the invoice in proper form :— 
‘ 3 dozen cases of patent food, @ 36s. per case. 
2 cwt. of butter, @ 224s. per cwt. 
3 tons of washing soda, @ £5 per ton. 
4, What is meant by “ checking an invoice ”’ ? 
5. How is the double entry of every transaction achieved when a 
Purchases Book is employed ? 
6. What is an Invoice Analysis Book ? From what source is it :ntered ? 
7. What primary classification of expenditure is recommended at this 
stage of study ? Give a specimen ruling of an Invoice Analysis Book with 
the columns suitably headed. 
8. Under what headings should each of the following items be classified 
/ tm the Invoice Analysis Book? (Wheve more than one answer is possible 
indicate what information 1s vequived before you can give a correct answer.):— 


(1) 3 sides of bacon. (7) New fixtures. 

(2) 1 chest of tea. (8) Repairs to counter. 

(3) Wages of shopmen. (9) 1 bag of sugar. 

(4) Window cleaning. (10) Stationery. 

(5) Wrapping paper. (11) A new window pane to 
(6) Carrier’s account. replace a broken one. 


(12) A sweeping brush. 
9. Give an example of the ruling of a page in the Invoices Analysis Book, 
‘and enter the following items of expenditure for which invoices have been 
received :— 
Co-operative Wholesale Society Ltd.—Rice, £5. 
L.M. and S. Railway Co.—Carriage inwards, £2. 
Co-operative Wholesale Society Ltd.—Stationery, £2. 
Corporation—Rates, £5. 
A. Merchant and Co.—Firelighters (for sale), £2. 
Wood and Glass Ltd.—Showcase, /3. 
“10. How is the Double Entry principle complied with when an Invoice 
Analysis Book is employed ? 
11. On what principle would you decide whether an item of expenditure 
was capital expenditure or not ? 
12. What are likely to be the principal items of capital expenditure in a 
‘Co-operative Society with only one department—a grocery department ? 


~ 
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CHAPTER VIII 


THE CLASSIFICATION OF EXPENDITURE 
ACCORDING TO NATURE AND ACCORDING 
TO FUNCTION. 


TT now becomes necessary to carry a stage further the considera- 

| tion of the recording of purchases and expenses which was 

commenced in Chapter VII., and, as the basis is to be classifica- 

tion according to function, this classification and the classification 

according to the nature of the expenditure must be explained and 
their difference clearly indicated. 


CLASSIFICATION OF EXPENDITURE ACCORDING 
TO ITS NATURE, 


Expenditure takes many forms. It may be expenditure upon 
goods, upon paper for wrapping goods, upon carriage, upon wages, 
upon rents, upon buildings, upon fixtures, or upon one of many 
other classes of goods or services. If the expenditure is classified 
under these headings it is classified according to its nature. This is 
the usual method of classification in the ordinary type of business 
concern, and it is the method that has hitherto been adopted in the 
Co-operative movement. For the purposes of the Standard Balance 
Sheet, however, expenditure is classified according to function, 
which we shall now consider. 


CLASSIFICATION OF EXPENDITURE ACCORDING 
TO FUNCTION. 
Capital Expenditure and Revenue Expenditure. 

The classification of expenditure as capital expenditure and as 
revenue expenditure is a classification based upon difference of 
function. Reference has already been made in some previous 
chapters to capital expenditure and its differentiation from revenue 
expenditure. The function of the objects of capital expenditure 
differs from the function of the objects of revenue expenditure. 
The former is for the provision of the instruments of production 
and distribution, such as buildings, machinery, and fixtures—things 
that are left after the processes of production and distribution are 
completed; whilst revenue expenditure is incurred for the provision 
of goods and services entirely consumed in the processes of produc- 


THE CLASSIFICATION OF EXPENDITURE. Ths 


tion and distribution, e.g., raw materials, goods for re-sale, wages 
for employees’ services, rents for the use of land, shops, etc. In all 
businesses the two classes of expenditure are separately recorded. 
Ii, for example, a society buys a motor-cycle to be used by a 
canvasser or other member of the staff when engaged on the 
society’s business, the expenditure would be considered capital 
expenditure; but if the same society bought a similar cycle for 
re-sale in the hardware or other department the expenditure would be 
classified as revenue expenditure under the heading of goods. We 
may therefore say that classification of expenditure according to 
function is already recognised to some extent in both Co-operative 
and outside businesses; but the application of the principle is carried 
further in the system of accounts we are now considering, and is 
extended to the classification of the items of revenue expenditure. 


In classifying expenditure according to function we look at the 
purpose to be served rather than to the nature of the expenditure. 
Various types of expenditure incurred for trading purposes serve 
the same purpose or function. A simple illustration is the expendi- 
ture attached to the provision of a shop. If society “A” hires a 
shop it will pay rent to the landlord. The nature of the expenditure 
is rent, but the function of the expenditure is to provide premises 
wherein the trade of the society can be carried on. If society “ B”’ 
wants premises for trading purposes and decides to buy or build 
a shop it will not pay rent to a landlord; it will be its own landlord 
so far as the premises are concerned, though it may have to pay a 
ground rent to a ground landlord for the site upon which the shop 
stands. Instead of the inclusive rent* which society “A” pays 
to the owner of the premises, society “‘ B”’ has expenses of another 
nature to meet for the same function. Society “ B,”’ being its own 
landlord, has to pay to its members interest upon that part of the 
capital which has been expended for the purchase of the landj and 
for the shop buildings. Some allowance will have to be made 
every year for the falling off in value due to wear and tear, Le., 
depreciation; the buildings will have to be insured against fire; 
repairs will have to be executed, and the property will have to be 
painted from time to time; certain landlord’s taxes will have to be 
paid; and other minor expenses may be incurred. These various 


* This rent the owner expects to cover the interest upon the capital he has invested in the property, 
depreciation for the gradual wearing out of the property, the premiums he has to pay for insurance 
against fire, etc., the cost of repairs, and other expenses incidental to property ownership. 

+ If the land has not been bought there will be an annual ground rent to pay. 
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items of expense differ in nature from the inclusive rent paid by 
society ‘‘ A” for a rented shop, but the function of the expenditure 
is the same. It is to provide accommodation for trading purposes. 
Let us set down, side by side, the items ee the charge 
for this service in the two cases. 


SOCIETY Ay” Sociery? Bb 
Pays for the use of the shop— Pays for the use of the shop— 


1. Interest (upon the capital ex- 
pended upon the shop and, 
perhaps, the site upon which 
the shop stands). 

. Depreciation. 

. Ground rent (perhaps). 

Rates (to local authority). 


. Rent to the landlord. 

. Ground rent (perhaps). 

. Rates (to local authority). 
. Taxes (perhaps). . Taxes (to Government). 

. Repairs (perhaps). . Repairs. 

. Painting, etc. (perhaps). 7. Painting. 

. Cleaning, heating, and lighting. 8. Cleaning, heating, and lighting. 


NRaARWN 
An Prod 


It will be seen that although the function of the expenditure is 
the same in both cases, the nature of the expenditure is not the 
same. 


Why Functional Classification is desirable. 

In the Co-operative movement, where it is often necessary to 
compare the working expenses of different branches (and, in some 
cases, of different departments), comparison is impossible because 
the various functions are achieved by expenditures of different 
nature in the different branches, e.g., some branches are owned 
and some are rented, and the expenditures are at present classified 
according to their nature, so that one has a higher charge for rent, 
and the other for interest, depreciation, etc. The difficulty is 
accentuated when attempts are made to compare the working 
expenses of different societies. 


Even if attempts are made to compare the expenses of the same 
branch over a period of years a difficulty arises if the same function 
is performed by expenditure of a different nature at different times, 
e.g., if delivery by carrier (represented by carriage or cartage 
account tendered by the carrier) is replaced by delivery by the 
society’s own carts or motors (represented by additional interest 
charges on capital and by additional wages). Consideration of these 
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and similar difficulties has led the annual Congress of the 
Co-operative Union to adopt the Standard Balance Sheet* based 
upon the principle of classification of expenditure according to 
function. Classification according to function also gives the only 
satisfactory basis for uniformity in balance sheets, which is some- 
thing to be desired in the Co-operative movement. 


THE CLASSES OF REVENUE EXPENDITURE. 
The Principal Three Classes of Revenue Expenditure. 


As mentioned above, the principle of classification according to 
function is now extended to the classification of revenue expenditure. 


The first division of revenue expenditure is according to the 
account in which it will appear—Trading Account, Inyestments 
Revenue Account, and Final Revenue Account—the function of 
the expenditure being different in each case. The Invoice Analysis 
Book must therefore be ruled in such a manner that these three 
different classes of revenue expenditure are separately recorded. 


Investments Revenue Account and Final Revenue Account 
Expenditure. 

As the Investments Revenue Account and Final Revenue 
Account contain but few items we can deal with them first, and 
then devote our attention to the Trading Account, which requires 
more consideration in regard to classification of expenditure. 


The items of expenditure in the Investments Revenue Account 


she 


1. INTEREST CHARGES: 
Interest on shares. 
Interest on loans. 
Interest on mortgages. 
Interest on savings-bank deposits. 
Bank interest. 
Other interest charges. 


2. HOUSE PROPERTY ACCOUNT: 
Interest on capital. 
Depreciation, 

Repairs. 

Rates and taxes. 
Insurances. 
Ground rents. 
Other expenses. 


3. OTHER PROPERTY NOT USED IN TRADE: 
Various expenses. 


* This balance sheet was prepared by a committee of secretaries appointed by the United Board 
of the Co-operative Union, and drafted in its final form in consultation with the executive of the 
Co-operative Sccretaries’ Association. 
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All the foregoing items, when they occur, will be classified in the 
Invoice Analysis Book as Investments Revenue Account expendi- 
ture, and entered in the column reserved for that expenditure. 


The only item of expenditure that is likely to occur in most 
societies, and has to be included in the Final Revenue Account, 
is collective life assurance premiums. 


One column for investments revenue expenditure and one 
column for final revenue expenditure will be all that is required 
in the Invoice Analysis Book for these classes of expenditure. 
Where necessary, the separate items can be posted, according to 
their nature, to the appropriate Impersonal Ledger Account, as 
explained on pages 79 and 80. | 


Trading Account. 


The classification of trading expenditure varies according to the 
type of department. The Standard Balance Sheet is based on the 
recognition of three classes of departments: Distributive, Productive, 
and Service. Distributive departments are those which, like grocery 
and drapery departments, are concerned with the retail sale of 
goods that have been bought for re-sale, or have been transferred 
from a productive department. Productive departments are those 
which work up raw materials or semi-manufactured goods into a 
final condition for sale. A bakery and a dressmaking department 
are examples of productive departments. Service departments are 
those which do not manufacture or work up raw materials or semi- 
manufactured goods, but provide a service. Examples of service 
departments are laundries, transport departments, window-cleaning 
departments, and hairdressing departments. Some departments 
are admittedly on the border line between two of these classes, but 
a discussion of these cases belongs more properly to the advanced 
stage of Book-keeping, and need not be entered upon here. 


The revenue expenditure in each of these types of department 
is Classified under a few headings of functional significance. ‘These 
headings, and the items covered by them, are as follows :— 

DISTRIBUTIVE DEPARTMENTS. 
1. Goods, including inward carriage. 
Goods bought. 
Goods transferred from other departments. 
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2. Goods and Stock Charges. 


Insurance and interest on stocks. 
Interest on Credit Accounts. 
Proportion of warehouse expenses. 


3. Selling Expenses. 
Wages (shops). 
Health and unemployment insurance charges. 
Workmen’s compensation insurance. 
Advertising. 
Printing and stationery for shop. 
Check books and sheets. 
Telephone charges. 
Postage and telegrams. 
Licences. 
Goods for shop use (not for sale). 


4. Delivery Expenses.* 


5. Land, Buildings, and Fixtures Charges. 
Ground rents. 
Building rents. 
Interest on land, buildings, and fixtures. 
Insurance on buildings and fixtures. 
Rates. 
Taxes on land and buildings. 
Depreciation—land, buildings, and fixtures. 
Repairs to buildings and fixtures. 
Painting and decorating. 
Cleaning, lighting, and heating. 


6. General Charges allocated. 


Proportion of— 
Office expenses. 
Check office expenses. 
Committee expenses. 
Audit expenses. 
Other general expenses. 


* This includes all expenses of delivery, such as wages, petrol, vehicle repairs, rents of stables 
and garages, etc. In Stage IJ. the student will learn that the Transport department is treated as a 
separate department, and the rents, rates, repairs, etc., of the stables and garages are treated as Land, 
Buildings, and Fixtures charges of the department. ‘This department then charges the distributive 
departments for delivery services rendered, and these charges give the amount of delivery expenses 
for the distributive departments. In this Stage I. book, which only carries the student te the balance 
sheet of a small society with distributive departments only, any delivery charges are stated as a 
charge by an outside carrier for purposes of simplification, and the allocation of rents, etc., of stables 
and garages does not arise until the Stage II. course is reached. 
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~ PRODUCTIVE DEPARTMENTS. 
1. Goods, including inward carriage. 


2. Manufacturing Costs. 
Wages. 
Health and unemployment insurance. 
Workmen’s compensation insurance. 
Printing, stationery, and advertising. 
Cleaning, lighting, and heating. 
Oil and stores. 
Insurance and interest upon stock. 
Telephone and sundry charges. 


3. Delivery Expenses. 


4. Land, Buildings, and Fixtures Charges. 

These items are the same as for distributive 
departments, except for cleaning, lighting, and 
heating charges, which appear in manufacturing 
costs in the case of productive departments. 


5. General Charges allocated. 


These items are the same as for distributive 
departments. 


SERVICE DEPARTMENTS :— 
1. Direct Costs. 


Goods and stores. 

Wages. 

Health and unemployment insurance. 
Workmen’s compensation insurance. 
Printing, stationery, and advertising. 
Cleaning, lighting, and heating. 
Insurance and interest upon stocks. 
Telephone and sundry charges. 


2. Delivery Expenses. 
3. Land, Buildings, and Fixtures Charges. 


These items are the same as for productive 
departments. 


4. General Charges allocated. 


These items are the same as for productive 
and distributive departments. 


NoTE.—Some productive and service departments, e.g., farms and works 
departments, are of a special nature, and the items of expenditure do not 
exactly coincide with those mentioned above. For these departments special 
accounts of a more suitable nature are recommended. These accounts, and 
the grouping of the items in relation to the class headings given above, are 
treated in Part II. of this book for advanced stage students. 
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We have given for the three types of departments the functional 
group headings, and the various items coming under them, for the 
information of the student, so that he may see the general plan 
underlying them all. In this elementary stage of study, however, 
we shall confine our attention to the classifying of the expenditure 
for a society with only one department—a distributive department. 
The other types of department will be dealt with in Part II. of this 
book. 

Where a society has more than one distributive department, 
or has productive or service departments, an extended application 
of the method employed for the society with one department is all 
that is required. 


The Invoice Analysis Book for Small Societies. 

Reverting now to the small society with only one department 
and that a distributive department, its Invoice Analysis Book will 
require one column for each of the six functional headings of the 
Trading Account, and one column each for Investments Revenue 
Account expenditure, Final Revenue Account expenditure; also 
one for Capital expenditure. This, it will be seen, is merely an 
expansion of the three columns used in the illustration in Chapter 
VII. The expansion permits further classification. In a large 
society still more columns may be required to permit the more 
detailed classification that will probably be desired. Indeed, in a 
large society, separate Analysis Books may be required for goods 
purchased, for trading expenses, for other expenses, and for capital 
expenditure; but the need will not arise in a small society, and its 
requirements can be met with a simpler system, because of the less 
numerous and less complex nature of its transactions. 


The totals of the columns recommended in the foregoing 
reference to the Analysis Book of a small society will give the essential 
figures required for the Trading Account of a small society which 
desires to publish only the total of each class of expenditure, viz., 
goods, goods and stock charges, selling expenses, delivery expenses, 
land, buildings, and fixtures charges, and general charges. 


Statement of Expenses recorded according to their nature. 

It may be desired, however, to compile, and perhaps show in the 
balance sheet, a statement of the trading expenses,* showing the 
expenditure upon wages, repairs, insurance, etc., separately. In 


*See page five of the booklet, “ Standard Balance Sheet,” (published by the Co-operative 
Union Limited), being a specimen balance sheet containing standard accounts, 
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this statement the expenditure is recorded according to its nature, 
and not according to its functional classification. The data for the 
statement can be obtained by allocating a page in a special book, 
ruled in ledger fashion, for each of these classes of expenditure— 
wages, repairs, etc., and entering each of the individual amounts 
from the Invoice Analysis Book in its appropriate page. This method 
lends itself to the needs ot large societies, where expenses have to 
be allocated over several departments and branches; and it can 
also be carried out in small societies, but the staffs of small societies 
may find it possible to economise time, particularly if they can bring 
an adding machine into use, by simply running through the Analysis 
Book and listing each of these classes of expenditure, thus saving the 
time taken in posting the items to Ledger Accounts. When listed 
in this way the total of the expenses should, of course, agree with 
the total of the columns which show the functional classification of 
the same expenditure. Another way is to employ a sheet or book 
ruled with columns, a separate column being assigned for each 
nature class of expense. ‘The totals of the various columns then 
give the total expenditure on each of the various classes of expenditure 
according to nature. 


Expenditure other than Trading Expenditure recorded 
according to its nature. 

The same principle of posting to Ledger Accounts can be applied 
in the case of the items of investments revenue expenditure, final 
revenue expenditure, and capital expenditure. Separate Ledger 
Accounts can be opened as requited for each class of expenditure 
coming under these group headings, e.g., share interest, loan interest, 
various items of house property expense, etc., for investments 
revenue expenditure, and for land, for buildings, for fixtures, and for 
rolling stock under the heading of capital expenditure. 


We may now proceed to examine a page of an Invoice Analysis 
Book ruled to meet these needs. It will satisfy the requirements 
of a smalf‘society. ‘The following is a specimen page :— 


81 


THE CLASSIFICATION OF EXPENDITURE. 


Pees Poe ay Pe Fp Ss 7 ps. F |p se 7 Ip ss F |p F |p os F bp oe 3 A" 
“sosieyy “sosreyy *OTOy 
‘soBIeYD | “sesrey | ‘peyeooyty | semyxrg | ‘sosuodxg | -sosuodxg 4903S OTOy respey] 

*9mm}y yunooy | JunOVYy | sasreyD pue AGCINICI@T BuT[aS pue *spoox) Jaspe] | ‘asuadxq seseyo| "ON 
-}puedxg | mnueAey | onusaey | jerouer | ‘ssurppng Spoor) “IVLO], | Teuos fo ‘anWVN “ayeq | -ang | e010 
Teqide yeu $s} USUI ‘puey -Ieduly| 91nyeny Bo) -U 

-}SOAU] yeuos 
‘SHOUVHD INNODOW ONIGVUL -~Iog 
91 il vat eI ai II Ol (6: 8 L 9 $ Vv € G I 


fr 


82 THE CLASSIFICATION OF EXPENDITURE. 


The first column takes the number of the invoice, the amount 
of the invoice being already entered in the Purchases Ledger for the 
personal entry. ‘The invoice will bear the number of the folio in 
the Purchases Ledger, and this number is entered in the second 
column, whilst the date of the invoice is entered in the third column, 
and the name of the firm issuing the invoice is entered in the fourth 
column. ‘The nature of the expenditure, e.g., goods, repairs, rents, 
etc., is entered in the fifth column. ‘The sixth column is reserved 
for recording the number of the folio in the Nominal or other Ledger, 
to which the item is posted for the purpose of preparing the statement 
of expenses which records the amount of each class of expense 
according to its nature, e.g., Repairs Account: and column five will 
indicate to which account the item has to be posted. 


The total of the invoice is entered in column six, and in the 
succeeding columns the amount of the invoice is entered under its 
appropriate heading. If the invoice reters to more than one class of 
expenditure, the amount is distributed by analysis over the 
appropriate columns. Rents, forexample, may have to be distributed 
over land, buildings, and fixtures charges (for shops) and general 
charges (for office). Reference to the individual items given under 
the group headings on pages 76 and 77 will indicate the appropriate 
column for each item relating to the Trading Account. In a small 
society with only one department all the general charges will be 
entered in column 13. Allocation of general charges becomes 
necessary only when there is more than one department or branch 
over which the general expenses have to be spread. ‘The recording, 
in appropriate Ledger Accounts, of the individual items which are 
entered in columns 14, 15, and 16 has already been explained. 


An illustration of the entries in an Invoice Analysis Book is 
given in Chapter XI., where a society’s transactions for a month 
are entered. 


SUMMARY. 


The classification of expenditure, which in Chapter VII. was confined to 
the separate recording of goods purchased, expenses, and capital expenditure, 
has now to be carried a stage further. 


The Standard Balance Sheet requires expenditure to be classified 
according to function. In classifying according to function we look to the 
purpose to be served rather than to the nature of the expenditure. Functional 
classification is desirable because it facilitates comparisons between different 
branches, different periods, and different societies. It also provides the only 
satisfactory basis for uniformity in balance sheets, a uniformity that is to 
be desired in the Co-operative movement. 
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The classification of expenditure as (1) Trading expenditure, (2) Invest- 
ments Revenue Account expenditure, (3) Final Revenue Account expendi- 
ture, and (4) Capital expenditure, is a primary classification according to 
function. Trading expenditure of distributive departments can be further 
classified on a functional basis as (1) goods; (2) goods and stock charges ; 
(3) selling expenses; (4) delivery expenses; (5) land, buildings, and fixtures 
charges; atid (6) general charges allocated. (Productive and service depart- 
ments are to be considered in the advanced stage.) 


The necessary records of the six classes of Trading Expenses and the 
other three primary classes (investments revenue, final revenue, and 
capital expenditure) can be secured by a development of the Invoice 
Analysis Book mentioned in Chapter VII. by providing it with nine analysis 
columns. This Invoice Analysis Book also contains columns for the total 
of each invoice and other particulars, such as the nature of the expense. 
The individual items entered in the Analysis Book can be posted according to 
their nature to Ledger Accounts—one Ledger folio being reserved for each 
class of expenditure; and these Ledger Accounts provide the data for a 
published list of expenses. 


QUESTIONS AND EXERCISES. 


« 


1. Explain the meaning of “classifying expenditure according to its 
nature,’ and give three examples to illustrate your answer. 

2. What is the meaning of “ classifying expenditure according to function’’? 
Give two examples of this classification to show how it differs from classifica- 
tion according to the nature of the expenditure. 


3. What are some of the advantages to be gained by classifying expenditure 
according to function ? 

4. Mention the four primary functional classes into which expenditure 
can be divided to meet the needs of the Standard Balance Sheet, and name 
the six functional group headings adopted for use in the Trading Account 
of distributive departments. 

5. Write out the six functional groupings of expenditure adopted for the 
Trading Account of distributive departments, and write out a list of the items 
included in each of these groups. 

6. What items and group headings appear on the Dr. side of the Invest- 
ments Revenue Account? ~ 

7. Prepare a specimen page ruling of an Invoice Analysis Book, with its 
nine analysis columns, as explained in this chapter, and include the column 
headings. 

8. How can a statement of expenditure according to nature be compiled 
from an Invoice Analysis Book, as prepared in answer to Question 6 ? 


9. Explain the entry of invoices in the Invoice Analysis Book, ruled in 
accordance with Question 7. 


10. Prepare an Invoice Analysis Book, and enter the following items :— 


Jan. 1.— Bought goods from C.W.S. Ltd. ....c.cesceseseeeeserc esse ee eee 80 
» 2—Bought goods from S. Smith ............eseeeeee eee ee esse ee eee 50 
» 2-—Paid catriage on goods from Smith ............seeeenereeeenee 2 
yy 3. — Bought Motor-Van ......cscceeceecressecrecsceessesseccesescsceecs 250 
», 4.—Received invoice for repairs to SHOP.......-...seseeseesseteres 10 
p> De-— Paid WageS—SHOP.......0csceecersececerencecsecsocrescscsecesesoees 10 
sy Di— Paid WAGES—OMMICE ......:0scecscerererererenesreresecersrecereeses 5 


5.—Paid rent—shop, £4; office, £1...........cesseceecreersseeesenes S 
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11. Prepare an Invoice Analysis Book, and enter the following items — 

Jans 3:—— Bought coods stot) [OMe | OES weaten cect sieves telele ele cer itseeieee 50 

LO DOUCHE COOdS Trot CaW 2S Gd apace seer alec ae eileeeetieese 80 

» 8—Received account for advertising from J. Smith............ 5 

pio Received) pillitor telephone chatcegu ct. .neasccesceeeescreenee 1 

Meo ee ReCelved bill tor pattitin s Shop meanest assess eeeaas 35 

Oo Received, account fom auditors ...a1sccosenereeteeshceewewes sis 5 
9 Paid committee: fees! taanacce. corse ee eeneseescesense sackman cate 3 

ys 12:-—Shate intetest for quarterdeccre s.-donee-e-caees see eee ede eeeee 85 
pla Palds wages— SHOP 6-4 a0 filer Aline meine aaicesatenestistdasee aces 5 
PZ. BOLONt tle Witt XLlres tO LISHO Pisses ose sdetes- eee eee este 20 


12. Assuming continuity of the items of Questions 10 and 11, prepare the 
Ledger Accounts for recording the expenditure according to its nature, and 
prepare a Statement of Trading Expenses (according to nature) for the period 
January Ist to January 12th, 
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CHAPTER IX. 


RECORDING OF SALES, RETURNS, 
AND CREDITS. 


HE, method of recording sales depends upon the type of the 
| business. A manufacturing business, or wholesale business 
selling in bulk on credit, will adopt a method different 
from that adopted by a retail business selling for cash. Thus 
a productive society will require a Sales Day Book in which each 
outward invoice will be separately recorded; whilst a retail distribu- 
tive business will find that its cash receipts for goods sold are a 
record of sales if the business is conducted for cash. As both types 
of society are to be found in the Co-operative movement, it is 
necessary to explain both methods. We will first deal with the 
Sales Day Book for a productive society. 


Sales Day Book for Productive Societies. 

When goods are sent out by the society, the warehouseman 
will make a record of the goods dispatched. The nature of the 
book in which the record is kept will depend upon the kind of 
business in which the society is engaged. The book may be a 
Packer’s Book, in which are entered the details of goods packed; 
from this book the warehouseman will make out advice notes 
to customers; and from the copies of the advice notes the office 
will enter up the Sales Day Book and make out the invoices. Or 
the warehouse, or office, may make out the invoices from the 
Packer’s Book or from a Delivery Book, and the invoices may be 
sent with the goods. Or, again, each packer may supply the 
warehouse foreman or office with a slip containing the particulars 
of each lot of goods packed for delivery, and these slips may form 
the basis of entries to be made in an Advice Note Book or a Ware- 
house Delivery Book, from which the Sales Day Book and invoices 
ate prepared, or the invoices themselves may be made out direct from 
the slips. 

If the invoices go with the goods, the Sales Day Book will 
probably be entered from the Invoice Copy Book, a duplicate 
copy of every invoice being retained in it. If the invoices are 
sent after the goods have been dispatched, the Sales Day Book 
will probably be made up first and the invoices made out by 
copying the items from the Sales Day Book. 
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The question will arise in regard to the Sales Day Book that 
arose in regard to the Purchases Day Book: Should each item on 
the invoices be entered in the Sales Day Book, or only the total 
of each invoice ? An answer to this question must depend largely 
upon the nature of the business; and every society will decide 
the question according to its own circumstances and methods 
of working; but the student must understand both methods. Let 
it be supposed that each item is to be in the Sales Day Book, 
and that this book is to be entered up from the Packer’s 
Book, the Advice Book, or Delivery Book. ‘The general style 
of book will be the same as that outlined for a simple Purchases 
Day Book on page 64, but a form of Analysis Book with columns 
for various classes of goods can be employed for sales, where the 
need exists for classifying the sales according to departments or the 
nature of goods sold. Assuming this classification is not required, 
the Sales Day Book for a month might appear as follows:— 


SALES DAY BOOK, JANUARY, 1926.* 


pedee: Date. Purchaser and Goods Sold. | Price. | Amount. | Total. 
7 | | 
Lest (defo = sada \amsemrce 
Sj 
Blankspot Co-operative Society Limited. | 
Jan. 1 | 1 doz. pairs Ladies’ Shoes, ‘‘ Elby,” No. 6....... 126 710 0} 
may 5S = © Violet,” Now 2: 14 0/1616 0 | 24 6 0 
Ser | | 
| Redpath Co-operative Society Limited. | 
Jan. 4 | 2 doz. pairs Ladies’ Shoes, ‘‘ Violet,’’ No. 5.......| 14 0|1616 0 | 
e, Pe = ~ “* Crocus,” No. 6....<: 15. 0 410 0|21 6 6 
—7— | | | 
Deanthorpe Co-operative Society Limited | 
Jan. 7 | 3 pairs Ladies’ Shoes, ‘‘ Elby,” No. 5 ............- Habe mS) £37, 6 
33 », | $ doz. pairs Ladies’ Shoes, ‘‘ Violet,” No. 5.......) 14 0 A 4 OV. Ge See 
st 
Redpath Co-operative Society Limited. 
Jan. 11 | 1 doz. pairs Ladies’ Shoes, “‘ Lily,” No.6 ........| 15 0 9-0: .0l 9! SO RG 
—18— | 
| Blankspot Co-operative Society Limited. 
Jan. 18 | 2 doz. pairs Ladies’ Shoes, ‘‘ Elby,’”’ No. 5 Cit55 0 20 
i ay | 2 pair Specials, NO. /G:...csccesecacccscrenwarene 0 016 0) 15 16 0 
eS. 
Combe Co-operative Society Limited. | 
Jan. 23 | 1 doz. pairs Ladies’ Shoes, “‘ Lily,’? No. 5 ........| 15 0 90 0 }+9° 0 0 
| —26— | | 
Deanthorpe Co-operative Society Limited. 
Jan. 26 | 1 doz. pairs Ladies’ Shoes, “‘ Lily,’”’ No. 6 ........ 15 0 9 00 90" 10 
= 30-5 
Fulthwaite Co-operative Society Limited, 
MP ric Jan, 30) S*pairs/““ Specials?” NOW'S, wccctececaccsssocccsoeseuseee He Scie 2 2 0 4 HAY 
| 
£96 11 6 1£96 11 6 


* No account has been taken in the foregoing description of a Sales Book of cases and other 
packages which are often charged. 


If it is not desired to record the items of each invoice, the same general plan outlined above 
can still be followed, only the total amount of each invoice being entered, and the details omitted. 


RECORDING OF SALES, RETURNS, AND CREDITS. 87 


From the Sales Day Book to the Ledger. 

The entries in the Sales Day Book form the starting point 
for two classes of Ledger entry: the personal entries—the entries 
in the accounts of the purchasing societies in the Sales Ledger— 
and the impersonal entry, or entries, in the Goods Sold Account 
or Sales Account. The Personal Account items are the totals of the 
various invoices, and, of course, are entered on the debit side. ‘he 
Impersonal Account item is the total sales for the month posted 
to the credit of the Goods Account, the Goods Sold Account, or 
the Sales Account,* according to the name given to the account 
in which the sales are recorded. If the society had been one dealing 
in more than one type of article it might have desired to keep 
separate records of each class of article, and in this case the sales 
during each month would have been analysed, the sales of each 
class summarised at the end of the sales each month, and the total 
sales of each class posted to a separate Sales Account. 


Statement of Account. 

Periodically—weekly, monthly, or other definite interval—a 
statement showing what he owes is sent to each customer against 
whom there are outstanding items. It gives particulars of the 
date and amount of each invoice that is unpaid. These statements 
ate made out from the individual accounts in the Sales Ledger, 
where the personal accounts of debts are recorded. It is customary 
for debtors to check these statements with the items in their own 
Ledger, and pay the accounts from the statement, returning the 
statement with the cheque sent in settlement of the account. The 
following is an example of a statement :— 

? January 30th, 1926. 

The Greenvalley Co-operative Society Lid. 

Dr. to LONDON PRODUCERS LTD., 


oy 


BROWN STREET, LONDON, W.C.1. 


rg s. d 

Ais Oma LO GOGO Sires set ceria cmatetow sss Hseeleseleesleaiseenicewreiit sien | 10,0 90 
ay ea ) © 4 covabecdbaononcdousc danse cpout eoducuduuGO UDbooRHiGoogon!| is} (0) 
«5 68] ae A inks Pee ne he ee is 06 
op AS hap Sodvddbed9edG060" 50001004 scsterjcasseecapaneecenosdoaoda5| 7 Ww O 
gO) 


£48 


* The Goods Account referred to in earlier chapters can be advantageously divided into two 
accounts: a Goods Purchased Account, or Purchases Account, and a Goods Sold, or Sales Account. 
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Recording Sales in a Retail Distributive Society. 


In the case of a retail distributive society it is not as necessary 
to keep a Sales Day Book as it is in a productive society selling to 
other societies and giving credit. In a retail distributive society 
the sales are usually for cash, and cash receipts, therefore, form a 
record of sales. Where credit is given by a society, an adjustment 
allowing for debts outstanding has to be made at the end of the 
trading period, or at intervening dates, if the precise value of sales 
has to be ascertained from the cash receipts.* 


Following the precedent of Chapter VII., we will confine 
our attention for the time being to a retail society with only one 
department, in which cash trading is the rule.t In such a society 
the daily cash receipts in the shop will be the value of sales effected. 
The shop manager will pay to the office every day the cash received, 
and along with the cash will present a statement of the cash paid 
over. This amount should agree with the checks issued, and this 
agreement between checks and cash can be checked by the check 
office staff. The office staff will enter the amount in the Cash Book 
as “ Shop Takings,”’ or ‘‘ Cash for Goods Sold.” 


The transactions in the case of he shop sales are in the nature 
of double transactions, which were explained in Chapter III. 
No debit and credit account of a personal nature is kept. The Cash 
Account is debited with the amount of cash received, and from the 
Cash Account the amount is posted to the credit side of the Goods 
Account, Goods Sold Account, or Sales Account.t In this way 
the double entry for the sales items is effected. A shop may, of 
course, receive cash that is not intended as payment for goods, 
e.g., in some societies the members pay cash at the shops for share 
capital, for holiday clubs, etc. Where cash is received for a variety 
of purposes the statement of cash paid over by the shop manager 
should include a summary showing the various purposes for which 
the cash has been paid, so that cash received for goods and for 
other purposes can be separately recorded in the office. 


* See page 89. 


t To keep the subject within the range of elementary students this book and the Stage I. Book- 
keeping examination of the Co-operative Union are based upon a society with only one department 
and selling exclusively for cash. 


{See footnote, page 87. 
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Credit Transactions. 


Where a society sells on credit, a record of the sales to each 
person to whom goods are sold on credit must be kept. Usually 
this takes the form of a Shop Ledger, with a page for each credit 
customer’s account; and each member may have a copy of this 
account in book or other form. In order to ascertain the actual 
sales where credit is given, a statement must be prepared when the 
information is required. The following form* meets the need :— 


£3 Gl, 

Debts owing at end, as per Shop Ledger ................ CM 6) (5) 
Bad Debts written off during period ................2605 yO 
Cash received for Goods during period.................644 1620 3 6 
166259) 0 

Less Debts owing at beginning, as per last Account... 24 4 8 
Wales FOL POLIO” secemscssiae eo smneesictmaetCeewewacinactece se naceniegee 1638 4 4 


An adjustment on these lines is required before the figure of sales tor 
the Trading Account can be ascertained. The debts owing at the end appear 
as an asset in the balance sheet. 


The Cash Book and Ledgers are dealt with in later pages, where 
the student will be able to follow the posting of items of sales from 
the Cash Book to the Sales Account in the Impersonal Ledger. 


Returns and Credits. 


It often happens that goods bought by a society are returned 
on account of their being defective, or for some other reason. 
Where the invoice for the goods cannot be cancelled or reduced 
by the value of the returns—and this is often impossible when 
the entries have been made in the Purchases or Sales Day Book— 
it is usual for the party to whom the goods are returned to issue 
a credit note. A credit note is the opposite of an invoice. Whilst 
the invoice charges the purchaser with an amount, the credit note 
credits him with an amount. Credit notes are also issued where 
a firm has overcharged a purchaser, or is making a purchaser an 
allowance from the charge made in an invoice previously sent. 


The following is an example of a credit note. Inward credit 


* Other forms are available and are explainedin Part I1., where the method of deriving and posting 
the sales is explained. Such explanation is unnecessary here, since credit trading is not covered by 
the Stage I. syllabus of the Co-operative Union. 
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notes should be stamped and checked in the manner recommended 


in Chapter VII. for invoices :— 
January 15th, 1926. 


The Greenvalley Co-operative Society Lid. 


Credited by LONDON PRODUCERS LTD. 
BROWN STREET, LONDON, W.C.1. 


By Allowance for Goods returned— | 
| 
| 


6 pairs of Boots, @ 12s. 6d....... (3S aOul pom Lome) 


A 


Where credits are numerous, as they may be, for example, 
in a business which charges for packages and makes an allowance 
when they are returned, a separate book, ruled like the Purchases 
and Sales Books, may be kept and designated “ Credits Book.” 
The individual items are posted from this book to the credit of the 
customer who has previously been debited, and the Sales Account 
(or other appropriate account) will be debited. Thus the debtor’s 
liability is reduced, and the value of sales is correspondingly 
reduced. When the firm returning the goods, or claiming the 
allowance, receives the credit note it will debit the account of the 
issuer of the credit note, and credit the account to which the amount 
was previously debited This firm may keep an “ Outward Returns 
Book” if its returns are numerous, and use this book as the 
beginning point for the entries of credits in its Ledgers. 


Where credits are few, and a separate Credits Book is not kept, 
the firm issuing the credit can enter the amount in its Sales Book 
in red ink, and at the end of the month it can total the credits 
in the manner that the sales are totalled. ‘The total of the sales is, 
of course, posted to the credit of the Sales Account, and the total 
of the credits must be posted to the debit of the same account. 
The individual items of sales are posted to the debit of each 
purchaser’s account, and the individual items of credits are posted 
to the credit of those persons’ accounts. The firm to whom the 
credits are issued can likewise enter the credits in red ink, but in 
the Purchases Book, or Invoice Analysis Book, the credits being 
totalled at the end of the month and credited to the Purchases, 
or Goods, Account in the Ledger, the individual items being debited 
to the account of the firm issuing the credit. If the Invoice 
Analysis Book is in use, the credits can be analysed as the purchases 
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and expenses are analysed; and the amount of the credits in each 
column may be deducted from the expenditure recorded in that 
column, thus reducing the total of each class of expenditure to a 
net figure. 


SUMMARY. 


The method of recording sales depends upon the type of business. A 
manufacturing business, or wholesale business selling in bulk on credit, will 
require a Sales Day Book, but in a retail business the cash receipts are a 
record of goods sold, the name of the individual purchaser not being recorded 
unless it is for some subsidiary purpose such as claims to dividend. 


The Sales Day Book may be entered from the invoice, or the invoice 
may be made out from the Day Book, according to the nature of the business. 
The packer’s notes or warehouse records are the source from which the Day 
Book is entered, or from which the invoices are made out if the invoices 
provide the basis for the Day Book entries. 


The individual totals in the Sales Book are posted to the debit of the 
purchasers’ accounts, and the total of the Sales Book for the month is posted 
to the credit of the Goods Account or Sales Account. If the business has 
several departments, and it is desired to keep a record of the sales of each 
department, an analytical form of Sales Book can be used, one column being 
allocated to each department, and the total of the column being posted to a 
separate Ledger Account kept for recording the sales of that department. 


It is customary for firms, such as manufacturers and wholesale merchants, 
who sell in large quantities on credit, to send to their customers at regular 
intervals a “‘statement ’’ which shows the amount owing at the date of the 
statement. 


The sales of a retail distributive society can be recorded from the cash 
receipts. Whilst in a big society a separate Cash Book may be kept for 
recording these sales according to department, the total receipts being entered 
in the General Cash Book, the daily receipts for goods sold in a small society 
may be entered direct into the Cash Book. ’ 

Cash sales are in the nature of ‘“‘double transactions.’’ No Personal 
Accounts are kept, and the items of sales in the Cash Book (which there 
appear on the debit side) are posted to the credit side of the Sales Account. 


Where a society gives credit an adjustment has to be made at balancing 
periods, in order to ascertain the actual sales for the period just ending. 
This adjustment must take account of debts owing at the beginning and 
end of the period, of bad debts written off during the period, and cash 
received for goods during the period. 

Credit notes are documents issued by a firm to which goods have been 
returned, or by one which is making some allowance for an overcharge, etc. 
The entries corresponding to these credit notes are entered either in special 
books for recording returns and allowances, or in red ink in the Purchases 
and Sales Books, and are posted to the sides of the Personal and Impersonal 
Accounts opposite from those upon which are entered the invoice amounts 
to which these credits relate. 


QUESTIONS AND EXERCISES. 

1. Why does the method of recording the sales of a productive or whole- 
sale business differ from the method of recording the sales of a retailer’s 
business ? 

2. What are the different methods of recording the sales in the types 
of business mentioned in Question 1 ? 


| 
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3. Prepare the Sales Day Book of the Unique Co-operative Society Ltd., 
Banktown, recording the following items :— 


Jian, 1—Sold) ohms Bacon) 1idoZSuitse-ssceqsese cater ccteatietiesteseat 30 
» 2— ,, Gem Co-operative Society, 3 costumes ............ 9 
ed —— CaW S52 ozs Velour ha tsiecemece secs ercee steer 12 
6) Etaseriand Langton Orsnits oceans sees ese 12 
7, S=—., Wiardievand Jones, GicoStnmes: .2.7..1-.cecssse onesies 18 


Total the sales, and say where the individual items 
and the total sales are posted. 


4, Make out the five invoices tor the items recorded in Question 3. 

5. From what various sources may the Sales Day Book of a manufacturing 
business be entered ? 

6. What is a “statement ?’’ Who sends it out, and when? What 
useful purpose does it serve ? 

7. Prepare a statement containing six items. 

8. What is the usual basis of recording the sales of a retail business ? 
What limitation is there to this basis as a precise record of sales in some 
tetail businesses ? How are the sales finally ascertained for Ledger purposes 
in these businesses ? 


9. A society giving credit reported cash received for goods during one 


' quarter £3,500. Debts at the beginning of the quarter amounted to £185, 


and at the end to £153. What were the actual sales for the quarter ? 


10. If a society’s sales during a quarter amounted to £5,000, its members’ 
debts to begin to £300, and its debts to end to £400, what would you expect 
to be the cash receipts for sales during the quarter ? 

11. What is a credit note ? For what purposes are credit notes issued ? 


12. How are credits treated in the books of a business ? Trace the entries 
through to the Personal and Impersonal Ledger Accounts. 
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CHAPTER X, 


THE CASH BOOK AND THE PETTY 
CASH BOOK. 


The Cash Book and the Cash Account. 
N Chapter IV. an explanation of a statement of receipts and 
payments was given, and it was there pointed out that such 
a statement is a Cash Account. The data of the Cash Account 
in a balance sheet are the entries in the Cash Book. In this book, 
receipts and payments are entered in succession as they arise. The 
Cash Account in the balance sheet summarises all receipts of one 
class in one total, and all payments of one class in one total. Thus 
all the individual items appearing in the Cash Book as repayments 
of share capital appear in one total in the Cash Account published 
in the balance sheet. 


The Rulings of the Cash Book. 

The simplest form of Cash Book is one ruled on both Dr. and Cr. 
sides, with three cash columns, as shown in the following example. 
The first of the cash columns on each side is for discount;* the 
second is for cash received or paid, and not paid directly into, or 
from, the bank; and the third is the bank column, payments into 
the bank being entered on the Dr. side, and payments made by 
cheque, and therefore through and by the bank, on the Cr. side. 


In retail distributive societies there is little use for the discount 
columns. Discount is not allowed in the ordinary way to members 
or others who buy goods, and if for some special order a discount 
is allowed, the charge is usually reduced to a net charge, and 
therefore no item of discount appears in the books or accounts 


in such cases. 


* Discount is an allowance at an agreed rate from the sale price. Trade discount is an allowance 
to persons ‘in the trade”? and not given to the retail purchaser. It often constitutes the retailer's 
profits, and is deducted on the invoice. Ordinary discount is an allowance made to those who pay 
according to the terms of sale, e.g., ““ 5 per cent one month ’’ means that 5 per cent is allowed to those 
who pay in one month, the discount being disallowed, or allowed at a reduced rate, if the term allowed 
for payment is exceeded. Cash discount is an extra discount allowed for payment of the account 
immeédiately the goods are delivered, i.e., for prompt cash. 


94 THE CASH BOOK AND THE PETTY CASH BOOK. 


Discount is, however, frequently allowed to retail societies by the 
merchants from whom they buy goods; but instead of entering the 
gross value of the goods as a purchase, and entering the discount 
in the Cash Book, it is customary to reduce the gross value to net 
value by deducting the discount from the gross amount on the 
invoice itself and entering only the net value as a purchase. In 
the case of some productive societies, however, the usual method 
of treating discount employed by commercial houses is followed, 
and it will be explained here, so that the student may understand 
it, even if he does not require to follow it in the society in which 
he is serving. The following is the ruling of a Cash Book providing 
for discount columns :— 


Dy. Debtor Side. 


. Discount. Cash. Bank. 
Date. Tita. Narration. ae 


Creditor Side. Cr. 


Ledger Discount. Cash. Bank. 
Date. Folio. 


Narration. Receipt 
No. 
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The Entries in the Cash Book. 

We will examine the debtor side first. The principal classes 
of entries on this side will be (1) share capital received; (2) loan 
capital received; (3) savings-bank deposits received; (4) interest 
received on share and loan investments; (5) cash received for 
goods sold. In most distributive societies, except the very smallest, 
the separate items of most of these classes of receipt, because of their 
number, are entered in special books, known as “ subsidiary books,” 
e.g., Share Capital Contributions Book. The daily total only of 
each class of entry is then entered in the Cash Book. For the 
purpose of illustrating the principle, we can, however, ignore these 
subsidiary books at this stage, after noticing their relationship to 
the Cash Book proper. Still thinking of a small society, we can 
enter the individual items in the Cash Book, and, at a later stage, 
when the subsidiary books have been explained, we can enter 
daily totals instead of the individual items, which will then be 
found in the subsidiary books. 


Examining now the rulings of the Cash Book, Dr. side, we 
find the first column allocated to the date. The second column is 
allocated to the Ledger folio, this being the folio in the Ledger 
to which the item in the Cash Book is posted. The third column 
is for the narration. In this column is entered the name of the 
account in which the entry corresponding to that in the Cash Book 
is found. The Ledger folio, quoted in the Ledger folio column, 
indicates the folio of this account, e.g., if £5 is received from John 
Smith, his name will appear in the narration column when the 
amount is entered in the Cash Book, and when the item is posted 
to his account in the Ledger, the folio of that account will be 
inserted in the Cash Book reference column. The next column is 
kept for entering the reference to the source of the entry in the Cash 
Book. If the entry is from a numbered receipt book, the number 
of the receipt will be entered; if from a shopman’s numbered state- 
ment of cash paid into the office, the number of that statement 
will be entered in this column. In this way, easy reference is 
provided to the source from which the item has been entered, and 
any necessary checking of the item by the staff or auditors is 
facilitated. 

The first of the £ s. d. columns is for discount allowed by 
the society. (In this connection it should be remembered that 
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discount in the Cash Book always goes on the same side as the 
cash item with which it is connected. ‘This observation is necessary, 
for students often find a difficulty in understanding why something 
that is not received should be entered on the receipts side. Such 
discount should not be spoken of as discount received or paid, but 
as discount allowed by the society). The second of the f£ s. d. 
columns is for cash items, and the last one for bank items. If a 
cheque is received it should be entered direct into the bank column ; 
if cash is received it should be entered in the cash column. Only 
when the cash is later paid into the bank should it be entered in the 
bank column: the method of entering such items will be explained 
later, when some specimen entries will be described. At the end 
of each month, or trading period, the various £ s.d. columns will 
be totalled and the totals will be balanced or posted; but this 
process can be more satisfactorily explained when the payments 
side—i.e., the Cr. side—of the Cash Book has been explained. 


The Cr. side of the Cash Book has rulings similar to those on 
the Dr. side. The first is for the date, the second for the Ledger 
folio reference, the third for the narration, the next for the number 
of the remittance note sent by the society with its cheques, or for 
the cheque number, or for any other reference number which will 
facilitate the tracing of the entry, whilst the last three are (1) for 
discount (allowed to the society), (2) for payments in cash, and 
(3) for payments by cheque. The most important classes of pay- 
ment are (1) share capital and dividends paid out; (2) loan 
capital repaid; (3) savings-bank repayments; (4) trade accounts 
and expenses paid. Just as there are subsidiary books for various 
classes of receipts, so also there are subsidiary books for various 
classes of payments; but for the purpose of illustrating the Cash 
Book we can take the case of a very small society, which does 
not need the subsidiary books. 


Balancing the Cash Book. 

At the end of the month, or trading period, the Cash Book 
is balanced. The discount columns are totalled—not balanced. 
The total of the discounts on the debit side, the individual items 
of which will have already been posted with the cash received to 
the credit side of the personal account of the payer, will be posted 
to the debit side of the Discount Account in the Nominal Ledger, 
thus completing the double entry; whilst the total of the discounts 
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on the credit side will be posted to the credit side of the Discount 
Account in the Nominal Ledger. 


The cash column on the Dr. side shows all cash received, whilst 
the cash column on the Cr. side shows all cash paid away. The 
difference between receipts and payments is the amount of cash 
that should be in hand. The amount of this difference is the 
“balance.’”’ It is entered on the lesser side; the two sides of the 
Cash Account are totalled and now give the same total, whilst the 
“balance ’’ is transferred to the Dr. side as the first entry for the 
next month. Similarly, the items in the bank column on the Dr. side 
represent payments into the bank, whilst the items in the bank 
column on the Cr. side represent payments made by the bank on 
behalf of the society, i.e., payments out of the bank. Unless the 
society has an overdraft, the total of the Dr. side will be greater 
than the total of the Cr. side—receipts paid into the bank, including 
the balance of cash to begin, will be greater than payments out of 
the bank. The difference is the surplus at the bank—the bank 
balance. The amount of this difference is entered on the lesser 
side, and transferred to the opposite side of the Cash Book to 
serve as the first entry for the next month. When the two sides 
are now totalled, with the balance inserted, the totals will agree. 


How the Double Entry of Cash Items is achieved. 

The individual items of cash received will have already been 
posted to the credit of individual accounts, personal or impersonal, 
and the total of the receipts in cash is the corresponding debit 
entry. On the other side of the book, the individual payments in 
cash will already have been debited to individual accounts, and the 
total of the payments in cash is the corresponding credit entry. 
But these totals of the cash column in the Cash Book are not usually 
posted to any Ledger Account. How, then, is the principle of double 
entry maintained? It is maintained by the practice of balancing. 
If the receipts are £1,000 and payments £600, debits in the Cash 
Book exceed credits by £400. It makes no difference to the balanc- 
ing of debits and credits whether we say debits £1,000. credits £600, 
or we say debits £400, credits nil. When we balance a Cash Account 
with receipts (debits) £1,000 and payments (credits) £600 we carry 
to the next page £400, the balance, as a debit item for the first entry 
of the next month. The balancing of the account and the carrying 
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forward of the balance maintains the right correspondence between 
debits and credits. Similarly, the balancing of the bank columns, 
and the carrying forward of the balance of these columns, maintains 
the correspondence between debits and credits of bank items. 


Bank Interest, Charges, and Dividend. 

One more matter needs to be explained before we proceed to 
consider the entry of some typical items in the Cash Book. Ii a 
society maintains a credit balance at the bank, i.e., if the society 
has a surplus there, it will receive interest upon that balance; and 
the bank must be debited with the amount of this interest by entering 
it in the bank column on the debit side of the Cash Book. If the 
society has an overdraft at the bank, the society will be a debtor 
for interest on the overdraft, whilst the bank will be a creditor for 
the amount and must therefore be credited with it in the bank 
column in the Cash Book. If the bank makes any charge for cheque 
books, or for commission for the banking business undertaken for 
the society, the bank must likewise be credited with the amount of 
its charges by the making of an entry for this amount in the bank 
column on the Cr. side of the Cash Book. The entries for interest 
and charges being made in the Cash Book, the total of the entries 
in the Bank Pass Book* should agree with the total of the entries 
in the bank column in the Cash Book, except for cheques out- 
standing, and these can be adjusted as explained in a later chapter 
which deals with the Bank Account. 


Some Typical Entries in the Cash Book explained. 

The entries in the Cash Book can be best understood if we take 
some typical items of a small society and enter them. Let it be 
supposed, then, that John Smith, Frank Lord, Tom Vates, Henry 
Ford, Fred Kale, Charles Evans, and Frank Booth, register a 
Co-operative Society, of which they are the original members, and 
commence operations on January Ist, 1926, when each of them 
pays in £10 as share capital. Let it be further supposed that the 
following are the transactions of the society for the first two weeks. 


We are required to enter the receipts and payments in the Cash 
Book. 


_ This is the book issued by the bank to each customer, and is a record of that customer’s account 
in the bank’s books. 
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TRANSACTIONS OF THE SMALLWAY CO-OPERATIVE SOCIETY, JANUARY IST 


TO JANUARY 161TH, 1926. 


enspeRecelvedscashitotshare Ca pitallcceesed: eusmsckena se: cecseeecee socldence nse 
PE ALN TL Ou atl ikea ametceisciceciisacen outst be cde ncn de ese cum cioweeckaleattetosce 60 
ae DOU TE COodsrtotathe CW onbeccanccemaceeeua seduce te ssahecoeoeiatee: 50 
Pe Cee DOUS It COOGS Old On ezard ULOLde cues porters enehensoes ceare ot eeracs 20 
PSO DLA KAT OG senemmneeneneom ee kaaeeee <coks ctaines seen etesinete Mreana aceestiorese 10 
PMO LIO PEL ACTIN OS semnrnentem ese seiscun ee hs se eee waa oe cclow enw amie mcnaer ese rbes 10 
», 9.—John Stone and Mrs. Mary Jones join society and each pays 

ASMSMALE MCA DIAL manne. cicrcnacacisl ascii siogl emia ce sea ehinrseesee ocean coe tmes 

PE OLN KOC CAS IN We ietcttes wrctalars necie ales tenons Sea nm NaS ais ce keintemiee esate cote inant Sle) 
ee OHO PNLAKIN PSranerecantan camecacanatinecceseeeicscsecteteeseteccesatecsce utes: 10 
PO ald Caw Sec Dyn ele Gilet ces ohn ese rcee astetat arene nneeaeesecstae ce tsa concen 50 
Pot BOUsHt coos from! C2W 9.) ois. ciesiciss05 sa siatlsleaatsmaniclsisreisiielsceinnsaanengeet 60 
PaO balla debit accountior cheque boo kceseccscseteeeereeeteesracseeeser 10/- 
POW Fea ATT CO MCAS Ei errr ticis acca micaiarcris cise ioe iste ee tinisie wieis ialetecete cee alelaveiceiete iclalsiaisia oteie aise 10 
, 7.—Frank Lee joins society and pays towards share capital.............. J 
PT SLO PIs UA TENS ecto cin orseiainlsoin in ete lain ie sis oss ace ta siolelstle otiste isle oh wlaisisiasis rateseidate Js-Sie 5 
Re SHOP) CAKIMIS a: tom aeile Ares cinoanes meat ouatees poneewees oebetines ani osemeasociee vals 10 
BO SHO Pi LAKIN GG cocigteoissaesciccics Seaiss oe slassisisicients Sols le siasielsiinsielae smombucteslemisin tere sia 10 
ee Barmiikeducash@ enact lances nec cmose osienss coceeee acess seew naneeeoetloatne arse 20 
Perl PAI WAGES par cite sia a(t saisisisist = ssisetinse seins ss eachiameeiueessaublei sessile 4 
Pre te SO JOE A ISITE OS cera aici oie ore Beesi= scien o's Sa sles niece's oalnolal nvreteein a Ssig ine’ sislodeiniss's s/o 5 
PPM r= SLO UE LOS cacrots cto oils settte acl sistele cters eaiise sterol ofeine eialelsiee selerAate Ssleisctelsins geceeio ese 5 
7 13.—Invested im Shares, C.W.S., atid paid Cheque .......0csc00-ssseseneers 30 
ny Ei = Sitoyay Wallebave es cescnacncgdecoegnaonenaaddeHprodda usameac ounapognsae. oconuopedoo: 10 
ayy LSS Uo) EEN ba ER «ooo cnn as snatosen ocommobocosousousococupaicodespacadpNc 06aK0n000~ 5 
op WE SNS WALSTARE, cop nono cdbounsnan=n socdboncebt ouch ud cabedsdapaPinobescsndnDseedunode 10 
go, 1D SS hae) WAN SWENESS coponchoataqousnnn ncskcmnsob osc conguondausnoccossdaprenesnsceGGndar 15 
PG Batikecneas limeet icc waar erecta ce eaetcieinaitiaslsslaekin scicinee otsidesreictesiueee ss 50 
PG Daiwa Cesta soe cicacisie ci soislastetotiatemiettia salar rio oan asiatsale eeinslaraialse ei'eles(eltige se 4 
sy Gen CA AS Shy @ECKG BLS Soe aaaccdsnan de. 2885 oNedoubddueonbesonpagsanadooonode 60 
, 16.—Paid Tong and Lord by cheque ..........scecseesseseereeneeeneeeeeesees 20 
, 16.—John Smith withdrew £2, Share Account .........sceeseeeseseeeneeeeee 2, 


It will be remembered that items on the Dr. side are to be 


preceded by the word “To” and those on the Cr. side by the 
word ‘By.’ For purposes of illustration the three-column 
Cash Book will be employed in entering the above transactions, 
but no item of discount occurs, and the Discount column might 
be omitted. On the next page the Cash Book, with the foregoing 
items entered, is shown. 
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Examining first the items on the debit side (i.e., receipts side) of 
the Cash Book, the first seven entries are contributions of various 
individuals for share capital. These items are entered in the cash 
column—the cash department is a debtor for these amounts received. 
The individual items will be posted to the credit of each member 
in his account in the Share Ledger. The Share Ledger folio of each 
member will be inserted in the reference column in the Cash Book. 
The eighth item needs more explanation. It is a debit to the Bank 
Account of £60, and must be considered along with the item of £60 
in the cash column on the credit side; £60 of cash is paid into the 
bank. The cash department pays out the £60 and must therefore 
be credited with it, whilst the bank, which receives it, must be 
debited. (If cash is withdrawn from the bank the Bank Account 
must be credited by an entry in the bank column on the Cr. side, 
and the cash department debited by an entry in the cash column 
on the Dr. side.) These are known as contra entries, and in the 
reference column on each side the sign C/-, meaning contra, will be 
entered. Shop takings are debited to cash and posted to the credit 
of the Sales Account in the Ledger. The contributions of share 
capital by John Stone and Mary Jones are treated in the same way 
as the items of share contributions previously explained. The 
remaining items are also of the same type as others already explained. 


The entries on the credit side begin with the payment of cash to 
the bank. The transfer which includes this item has already been 
explained. The third item is a payment by cheque to the C.W.S. 
for goods supplied. As the payment has been made by the bank 
on behalf of the society, the Bank Account is credited with the 
amount of the cheque by an entry in the bank column of the 
Cash Book. The C.W.S. will already have been credited on 
January Ist with the value of goods bought (£50), and will now 
be debited with the amount of cheque payment (£50), whilst the 
necessary references will be entered in the reference columns. 
The bank is credited already with the value of the cheque book by 
the entry of 10s. in the bank column, and the amount will be posted 
from the Cash Book to the Invoice Analysis Book, and the item 
“wages”? will likewise be posted to that book. The payment 
of £30 by cheque to the C.W.S. for a share investment is, quite 
rightly, a credit entry in the Bank Account. It will be posted 
from the Cash Book to the debit of the C.W.S. Share Investment 
Account in the Ledger. The only other item among the payments 
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which introduces a new type of entry is the repayment of {2 share 
capital to John Smith. Cash is quite correctly credited with this 
payment; and the amount will be duly posted from the Cash Book 
to the debit of Smith’s Share Capital Account, which will be reduced 


by this posting to £8 net. 
Balancing the Cash Book. 


After the various postings have been made, and the reference 
columns have been examined to make sure that each item has been 
posted, the columns on both sides are totalled and the cash and bank 
columns balanced, as already mentioned in this chapter. ‘The 
balances are inserted on the Cr. side, and then carried forward to 
serve as the first debit entries in their respective columns for 
February. 


Petty Cash. 

Many small payments, e.g., for tram fares and stamps, are made 
by a society. Such small payments are usually recorded in a Petty 
Cash Book, and the total of the petty cash payments is entered 
as one item in the cash column, Cr. side, in the Cash Book, and 
posted afterwards to sundry expenses, unless the total and the 
items are so important as to justify analysis and posting to their 
appropriate accounts in the Ledger. A cashier, or member of 
the staff, is usually put in charge of the petty cash, a sum of 
money being advanced to him from which he makes payments 
as may be required. When the amount advanced to him is spent, 
a further sum is advanced to him. 


Imprest System of Petty Cash. 

In the imprest system of keeping the Petty Cash Account a 
definite amount is advanced to the cashier in charge of the petty 
cash, and is known as the “imprest ’’ amount. The exact amount 
spent during a montb is paid to the cashier at the end of the month, 
so that he always commences a fresh month with the ‘‘imprest”’ 
amount. 


SUMMARY. 


The Cash Book is the book in which the receipts and payments of cash are 
entered day by day as they arise. The entries in the Cash Book form the 
basis of the Cash Account published in the balance sheet. 


The Cash Book may contain three cash columns on each side—for discount, 
cash, and bank items respectively; or, in a business where discount items 
are not recorded in the Cash Book, the book may contain only two cash 
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columns on each side—one for cash items and one for bank items. Receipts 
or payments in cash are entered in the cash columns; and payments into the 
bank, or by the bank, are entered in the bank columns. ‘The difference between 
the totals of the cash columns therefore represents the balance of cash in hand: 
and the difference between the totals of the bank columns represents the 
bank balance, which may be either a balance in hand at the bank if receipts 
have exceeded payments, or an overdraft if payments made by the bank 
have exceeded payments into the bank. 


Where discount columns are provided, the discount item is always entered 
in the Cash Book on the same side as the cash to which it is related. ‘Thus, 
discount allowed by a firm is entered in the discount column on the Dr. side 
of its Cash Book—where the cash received is entered—for discount is allowed 
by a firm when it receives a payment. Discount allowed fo a firm is entered 
on the Cr. side of the Cash Book along with the payment to which it relates. 


The principal classes of cash receipts are: (1) share capital contributions, 
(2) loan capital deposits, (3) savings-bank deposits, (4) interest on share and 
loan investments, and (5) cash received for goods sold. In most distributive 
societies, except the smallest, there is a separate book for recording each of 
these classes of receipt, and only the daily totals of each class is entered in the 
General Cash Book. In a very small society these subsidiary books may not 
be required, and the individual items can be entered in the Cash Book in order 
of occurrence, irrespective of the class to which they belong. 


The individual items in the Cash Book on the Dr. side of the Cash Book 
(cash and discount) are posted to the credit side of the appropriate Ledger 
Account, thus giving the compensating entry for the debit entries in the Cash 
Book. The individual entries on the credit side of the Cash Book (discount 
and cash) are posted to the debit side of the appropriate Ledger Account. 
When the items in the Cash Book are posted to the Ledger, the reference 
numbers, indicating the Ledger folios to which the items have been posted, are 
entered in the reference column of the Cash Book. Where cheques are received, 
or paid, they may be entered direct in the bank column; but cash is often 
kept on hand for a little time before being paid into the bank. When cash 
that has been entered in the cash column in the Cash Book is afterwards paid 
into the bank, an entry is made in the cash column on the Cr. side, and after- 
wards in the bank column on the Dr. side. Where cash is withdrawn from the 
bank an entry must first be made in the bank column on the Cr. side of the 
Cash Book, and afterwards in the cash column on the Dr. side, for the bank 
is a creditor for the amount it pays, and the cash department a debtor for 
what it has received from the bank. 


At the end of each month, or other period, the Cash Book is “ balanced.” 
The discount columns are totalled—not balanced—and the total of the dis- 
counts on the Dr. side is posted to the Dr. side of the Discount Account in the 
Nominal Ledger, where it appears as an expense, whilst the total of the dis- 
counts on the Cr. side is posted to the Cr. side of the Discount Account. In 
most retail distributive societies, discount on purchases is deducted from 
the invoice total and the net amount is entered as the amount of the purchase. 
The balance of cash in the hands of the cashier, and the balance at the bank, 
are entered in their appropriate columns; both sides of each account are totalled, 
and the balances of cash in hand and at bank are carried forward to the 
opposite side of the account to serve as the first entry for the succeeding 
month or trading period. 

Small payments are usually recorded in a Petty Cash Account, the total 
payments being entered in one item in the Cash Book at the end of each 
month. The imprest system is often employed for keeping the Petty Cash 
Account. In this system the petty cashier begins a month with a fixed sum, 
and at the end of the month is recouped the amount spent during the month, 
so that he begins each month with the same amount. 
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QUESTIONS AND EXERCISES. 


1. What entries are made in the Cash Book? Into what principal classes 
may these entries be divided? What are ‘“‘ subsidiary ’’ Cash Books? 


2. Enter the following items in a Cash Book and balance the cash and 
bank columns. 


& 

Jan. 1.—Received share capital from Sam Smith ...........+.sse.se0+ 5 
3» ©2.—Cash for shop takings.........-..cescsseccsrescrceseececcsrrecseses 30 
Si — Paid into, Dai k—— CaS linet oe es oracleraelatoletr te = mine atelier slates rer ter 25 
»> S—SHOP LeCeipts .......0.000ccccresvenescensocwrsesssessesserarecisasanas 35 
», .3-—Paid C.W.S. for goods—cheque .-.......0....25...6.200ssere nee 20 
oe) Ae Paid inten Dat ke CaS lie. < sicte.ja serene tere sa teainers ania eae tare 40 
Be Av SHO PLE CETPES) one csree ete ltelne telnet ele reais taleete oo lela te etatel aise otal 30 
 4=—=Drew from banisand paid for wages eeaencsase scene semeeei 10 
Fy De SHG PLE CENP ES ep ac. acalscsee cin en)e te ewelniavin'e ts oat leo ola ere 35 
1» O.—Paid Ll. M. & S. Railway for carriage—cash ................ 2 
5 Paid station baller teaee sees cterseinc em incls ie stoisiem sletary-ietee anette 30 
» 5.—Paid John Lord, share withdrawal—cash ...............+++- 5 


3. What is discount? What kinds of discount are there? 


4. Where is discount entered when entered in the Cash Book, and to what 
Ledger Accounts is it afterwards posted? In what way is discount usually 
treated in a retail distributive Co-operative Society. 


5. Must the debit entries in the cash columns of the Cash Book always 
exceed the credit entries? Does the same answer apply to the entries in the 
bank columns? Give reasons for your answers. 


6. To which side of the Ledger are the items in the Cash Book posted, 
and why? 


[ 7. Where are the items of bank interest and bank charges entered in the 
Cash Book? Why are they so entered? 


8. Where would the following items be entered in the Cash Book? 
(a) A cheque received for loan interest. 
(6) Payment of wages involving a withdrawal of cash from the bank. 
(c) A payment by postal orders. 
(d) A payment made by cheque. 
(e) Shop takings banked by a branch manager and not brought to 
the office. 
(f) A cheque book costing 10s. 


(g) £50 of cash on hand on the morning of January 3lst, banked 
that day. 


| 9, A society had a bank balance of £200 and a cash balance of £50 at the 

| beginning of January. During the month its takings amounted to £1,200, 
most of which was banked. Cheques amounting to £1,100 were issued. Assum- 
ing the cash in hand at the end of the month to be £80, find the amount of 
cash paid into the bank during the month, and the position at the bank at 
the end of the month. Make out a Cash Account showing’ the above inform- 
ation. 


| 10. (a) What would you expect to be the amount of cash received by you 

/ in settlement of an account of £80 from which a trade discount of 12} per 
cent was first allowed, and then a cash discount of 2} per cent? (b) If the 
payment was made by cheque, and you paid away the cheque to a third party 
after endorsement, what would be the correct entries in the Cash Book? 
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| 11. How would the following items be treated in the Cash Book? 


(a) A cheque from A.B. paid into the bank by you and returned dis- 
honoured. 


(6) A cheque for £10 cashed for a member. 


(c) A cheque for £20 received in payment of an account for £19, you 
giving £1 change in cash. 


Show the entries for (a), (b), and (c) in Cash Book form, 


12. What are “ petty cash’’ payments? Rule a Petty Cash Book and 
enter six items. 


13. What is the imprest system of Petty Cash Account ? Make out such 
an account, enter ten items for the month, and show the account as at 
the end of the month. 


14. Where is the total amount of petty cash payments entered at the 
end of the month ? How do these payments differ from other cash payments ? 
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CHAPTER XI. 


THE TRANSACTIONS OF THE NEWWAY 
CO-OPERATIVE SOCIETY LIMITED. 


(1) ENTERING THE TRANSACTIONS OF THE SOCIETY 
IN THE BOOKS OF PRIMARY ENTRY. 


the system of Co-operative Book-keeping that is being 

explained, we shall probably serve the student’s interests 
best by placing ourselves in the position of a person who is entrusted 
with the keeping of a society’s accounts, and has to enter the 
day-by-day transactions of the society in the appropriate books. 
We shall begin with the books of primary entry, post the items 
from these books to the appropriate Ledger Accounts, make any 
necessary adjustments of charges, prepare a trial balance, and 
afterwards make out a balance sheet embodying the transactions 
in summarised form to satisfy the requirements of a balance sheet. 
It will meet the needs of our proposal, viz., to illustrate the methods 
of recording the transactions up to the balance sheet stage, if we 
enter the transactions for one month of a society that has only one 
department, and that a distributive department. 


AVING now considered the principal books employed in 


Let it be supposed, then, that the following are the transactions 
of the Newway Co-operative Society Ltd. for the month of January, 
1926. We are required to enter these transactions in the primary 
books of entry (Invoice Analysis Book, Cash Book, etc.), post 
the items from these primary books to the appropriate Ledger 
Accounts, then make any necessary adjustments, and afterwards 
prepare a trial balance and a balance sheet showing the results 
of the business operations for the month and the position of the 
society at the end of the month. 


In this chapter we shall confine our attention to the entry of the 
transactions in the books of primary entry. 
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Item. 


THE NEWWAY CO-OPERATIVE SOCIETY LIMITED. 


TRANSACTIONS FOR THE MONTH OF JANUARY, 1926, 


(1) Jan. 1.—Charles Jones, Frank Wood, Robert Ogden, Joseph Palmer, 


James Hunt, Thomas Pollitt, and Kay Brown, the original 
members of the society, pay £5 each as share capital and 
are allotted membership numbers 1 to 7. 

2.—Twenty persons join the society, each paying {2 as share 
capital. Allotted numbers 8 to 27. 

4.—£75 cash in hand paid into bank. 

4.—Share capital received: Charles Jones, £50; Frank Wood, 
£60; Robert Ogden, £40. 

4.— Bank debits society’s account with £1 for cheque book. 


(6) ,, 4.—Thirty new members—28 to 57—join society, paying £2 each 
as share capital. 
(7) ,, 4.—Shop purchased for £200 from John Lord (ground rent, £12 
per annum). 
(8) ,, 5.—Paid into bank, £180. 
(9) ,, 5.—Twenty new members—58 to 77—join society, paying £2 each 
as share capital. 
(10) ,, 5.—Pollitt and Hunt each increase their share capital by £20. 
(11) ,, 5-—Imvoices received: C.W.S. Ltd., groceries value £80; Smith 
and Brown, groceries value £40; Green and Black, groceries 
value £20; Wren and Co., paper and twine value £10. 
12) ,, 6—Banked £80. 
(13) ,, 6-—Paid Wood and Co., by cheque, £10 for new fixtures, as per 
invoice received this day. 
G43 74 —shop takings, (20. ; 
(15) ,, 8—Ten new members—78 to 87—join society, paying £2 each 
as share capital. 
(16) ,, 8+—Shop takings, £25; banked £30. 
(17) ,, 8—Paid John Lord’s account, by cheque, £200. 
(18) ,, 11.—Invoice received from C.W.S. Ltd. for groceries value £100. 
(19) »,4711.—Shop takings, £20; banked £40. 
(20) ,, 11.—Paid accounts by cheque: C.W.S. Ltd., £80; Smith and 
Brown, £40; Green and Black, £20; Wren and Co., £10 
(21) ,, 12.—Shop takings, £25; banked £20. 
(22) ,, 13.—Paid shopman’s wages, £4 in cash. 
(23) ,, 13—Shop takings, £20; banked £20. 
(24) ,, 13—Invoices received for groceries: C.W.S. Itd., £100; Smith 
and Brown, £20. 
(25) ,, 13—Paid Brush and Co., £20 (cheque) for painting shop, as per 
invoice received this day. 
(26) ,, 14.-Ten new members—88 to 97—join society, each paying {2 
as share capital. 
(27) ,, 14—Charles Jones pays in £100 as share capital. 
(28) ,, 14—Shop takings, £25; banked £140. 
(29) ,, 14.—Society invests £100 (cheque) with C.W.S. Ltd. as share capital. 
(30) ,, 15.—Shop takings, £30; banked £25. 
(31) ,, 15.—Paid C.W.S. Ltd., by cheque, £100 for goods bought 11th inst. 


16.—Shop takings, £35; banked £30. 
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(33) Jan. 16.—Received account from C.W.S. Ltd. for books and stationery 


(general charges), £10. 

18.—Shop takings, £25; banked £30. 

19.—Frank Wood withdraws share capital, £5 (cash). 

19.—Shop takings, £30; banked £25. 

20.—Paid shopman’s wages, £4 (cash). 

20.—Shop takings, £30; banked £30. 

20.—Paid cheques: C.W.S. Ltd., £100; Smith and Brown, £20. 

21.— Bought from C.W.S. Ltd., groceries value £110. 

21.—Shop takings, £25; banked £30. 

22.—Ten new members—98 to 107—join society, each paying £2 
as share capital. 

22.—Shop takings, £25; banked £25. 

23.—Shop takings, £20; banked £40. 

25.— Bought from Smith and Brown, groceries value £20. 

25.—Shop takings, £20; banked £20. 

26.—Paid C.W.S. Ltd., by cheque, £120 for goods bought 2lst 
and books bought 16th inst. 

26.—Shop takings, £25; banked £20. 

27.—Paid wages to shopman, £5 (cash). 

27.—Shop takings, £30; banked £25. 


28.—Paid A. Smith’s account, received to-day, for delivering goods 
to members, £5 (cash). 


28.— Paid L,. M. and S. Railway account, received to-day, for inward 
carriage, £2 (cash). 

28.—Shop takings, £30; banked £25. 

28.—Paid Co-operative Insurance Society, by cheque, {£3 for 
insurance premium (stock, £1; buildings, £2). 

29.— Bought groceries from C.W.S. Ltd., £120. 

29.—Shop takings, £40; banked £30. 

30.—Shop takings, £30; banked £40. 

30.— Paid secretary for services during month, £8 (cash). 

30.—Paid Corporation for electric light for month, £2 (cheque). 


30.—Paid Post Office for telephone charges for shop, for month, 
£1 (cheque). 


Prepare from the foregoing items the Invoice Analysis Book, 
Cash Book, the various Ledger Accounts, trial balance, and balance 
sheet, first providing for the following :— 


( 


a) 


Interest on members’ share capital, estimated at £2. 
Interest on shares in C.W.S. Ltd., estimated at £1. 

Ground rent for month, £1. 

Depreciation on shop and fixtures, taken as £1 per month, 
Interest chargeable on buildings for month, £1. 

Interest chargeable on stock for month, /1. 

Shop wages due, £5. 

Stock on hand at end of month, estimated at £200. 
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The Books of Primary Entry required. 


We may now proceed to enter the foregoing items in the books 
of primary entry. As mentioned in previous chapters, these books 
are :— 

(1) The Cash Book, for recording cash received and paid. 
(2) The Purchases Book (or Invoice Analysis Book), for 
recording purchases and other expenditure. 


(3) The Sales Book, for recording sales. 


These books meet the need as books of primary entry, for, as 
mentioned in Chapter VI., all business transactions are either 
(1) money received or paid; or (2) goods bought or sold. It is 
not necessary to keep a Sales Book in a retail distributive society 
with only one department and selling only for cash. The cash 
received for goods sold gives the value of sales; and the Sales 
(Day) Book is therefore dispensed with in such a society. 


There are, however, certain internal transfers and adjust- 
ments which do not fall into the categories previously mentioned; 
and these transfers and adjustments can be most suitably entered 
in the Journal as the book of primary entry. We shall therefore 
direct our attention to the Cash Book, the Invoice Analysis Book, 
and the Journal, in some one or more of which all the entries relating 
to the society’s transactions for January must first be made. 


Entries in the Cash Book. 

We will take the items for the Cash Book first, and refer to 
them by the numbers which have been given them for reference 
purposes in the list of transactions. 


Item. 

(1) Jan. 1.—This is a case of cash received on account of share capital. The 
Cash Account will be debited with the £5 received from each 
of the seven original members. 

(2) ,, 2-—A debit to the Cash Account of £40 for cash received. A 
separate entry for each shareholder is required for the 
proper recording of these receipts, but tc save time and space 
one entry only of the total is made in this exercise. In most 
societies a Shares Contribution Book would be kept, and 
each shareholder’s payment would be entered separately in 
it, the total received each day on account of share capital 
being entered as one item in the Cash Book. 

(3) ,,  4.—As the cash department has paid £75 into the bank, the Cash 
Account must be credited by an entry of {75 in the cash 
column on the credit side, and the Bank Account must be 
debited by an entry in the bank column on the debit side 
of the Cash Book. 
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Item. 

(4) Jan. 4.—As for No. 1. 

(5) ,,  4.—The bank having provided the society with a cheque book 
containing stamped cheques of the value of £1, the bank 
must be credited with this amount by an entry in the bank 
column on the credit side. : 

(6) ,, 4-—As for No. 2. 

(7) ,,  4.—No receipt or payment of money, therefore no entry in Cash 
Book. 

(8) eo orton INOS. 

(9)\) 4, 95 AsHor No.2, 

(10) oS ObeN anes 

(11) ,, 5.—No receipt or payment of money, therefore no entry in Cash 
Book. 

(2 sO as for Nom 3: 

(13) ,,  6—As a payment is made by cheque, the bank must be credited 
by an entry of £10 in the bank column on the credit side. 

(14) ,,  7.—This is clearly a case of cash receipts, and the Cash Account 
must be debited by an entry in the cash column on the Dr. 
side. 

(I a5 ts ea Sor ING), 

(16) ,, 8—Shop takings, as for No. 2—debit the Cash Account; the 
amount of cash banked is entered as before (No. 3). 

Gi) Ses 8:—As tom Nos: 

(18) ,, 11—No cash received or paid, therefore no entry in Cash Book. 

(LS) ee AS forenoon G. 

(20) ee —Asston Noo: 

(21) 2 Aston NOG. 

(22) ,, 13—This being a payment in cash, the Cash Account must be 
credited by an entry in the cash column on the Cr. side. 

(23) 5, I[3==As tor Nov 16. 

(24) ,, 13—No cash received or paid, therefore no entry in Cash Book. 

(25), 1[3:=—As for Now13: 

(26) ,, 14.—As for No. 2. 

(27) as Or Nome 

(28) ,, 14—As‘for No. 16. 

(29) ,, 14.—As the society pays £100 by cheque, the bank must be credited 
by an entry in the bank column on the Cr. side. 

(30) |, 15.—=As tor No. 16. 

(31) 4, 15.—As for No. 13. 

(32) ,, 16—As for No. 16, 

(33) ,, 16.—No cash received or paid. 

(34) ._,, 18.—As for No. 16. 

(35) ,, 19.—As cash is paid out, the Cash Account must be credited by an 
entry in the cash column on the Cr, side. 

(36) ,, 19.—As for No. 16. 

(37) ,,. 20:—As for No. 22. 

(38) ,, 20.—As for No. 16. 

(39) ,, 20.—As for No. 13. 

(40) ,, 21.—No cash received or paid. 


CO-OPERATIVE SOCIETY LIMITED, 


Whi 


Item. 

(41) Jan. 21.—As for No. 16. 

(42) ,, .22.—As for No. 2. 

(43) ,, 22.—As for No. 16. 

(44) ,, 23.—As for No. 16. 

(45) ,, 25——No cash received or paid. 
(46) ,, 25—As for No. 16. 
(47) ,, 26—\As for No. 13. 

(48) ,, 26.—As for No. 16. 

(49) ,, 27—As for No. 22. 

(50) ,, 27.—\As for No. 16. 

(51) ,, 28.—As an account was paid in cash, the Cash Account must be 


credited by an entry in the cash column on the Cr. side. 
(52) ,, 28—\As for No. 51. 


(53) ,, 28 —As for No. 16. 
(54) ,, 28.—As for No. 13. 
(55) ,, 28—No cash received or paid. 
(56) ,, 28—As for No. 16. 
(57) ,, 30—As for No. 16. 
(58) ,, 30.—As for No. 22. 


(59) ,, 30.—As for No. 13. 
(60) ,, 30.—As for No. 13. 


The entries in the Cash Book having been made in accordance 
with the suggestions given above, and the Cash and Bank Accounts 
having been totalled and balanced, the Cash Book for January 
should appear as shown on pages 112 and 113; the balance of 
cash in hand at the end of the month amounting to £42, and the 
cash at bank amounting to £153. 


[The student is advised to enter up the Cash Book himself from 
the transactions of the society as given on pages 107 and 108, after 
reading the above explanation, and if he is in difficulty, or if his 
results do not agree with the Cash Book shown on pages 112 and 
113 he can refer again to the explanation given above. ] 
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Dr. CASH BOOK, 
Date. | Led. Fol. Rec. No. Cash Bank. 

fe (Sse £svid 
Jan. 1 | S.L. 1 | To Charles Jones (Share Capital) ............. 5° <0 1ON, ee 
a od A 2 ,, Frank Wood (Share Capital) ... : Ot Og Osi mmr eee 
x 3 | ,, Robert Ogden (Share Capital) . 5,0) POO oe onan 
fe! % 4 | ,, Joseph Palmer (Share Capital) J) 0) OF eens 
| - 5 | ,, James Hunt (Share Capital) .. 3» 0) 10)" aiecoeeee 
pom 5 6 | ,, Thomas Pollitt (Share Capital) . D OPSON Mceras 
el es 7.| ,, Kay Brown (Share Capital).......... 8 OD eee 
ane ,»,_ 8/27 | ,, Members, 8 to 27 (Share Capital) . AO.) OPO yes Ace 
see CE “Gas hy Mico Se ocdia tie. ¢usthorenee tere eeece: tee a a 75 0 0 
» 4 |S.L. 1] ,, Charles Jones (Share Capital) .. 50) LO" (Oni Meecese 
es A 2 | ,, Frank Wood (Share Capital) .. GOP .0) MON eee 
» 4 4 3 | ,, Robert Ogden (Share Capital) . 40" 0) QO)  Siessse 
cad ,, 28/57 | ,, Members, 28 to 57 (Share Capital es GOO MOU) Wit eeacnce 
cD — Hop CASH) elcnsiauiinecalacusiedhsdasspesincinscie esas weal eae Off) ee tskewe LO 20 ao) 
» 5 |S.L.58/77| ,, Members, 58 to 77 (Share Capital)........ 400° 0}, Sieaee 
~ o A 6 | ,, Thomas Pollitt (Share Capital) ........... ZOOL On esescs 
co) - 5 | ,, James Hunt (Share Capital) .... 20) OF On eee 
pied C/- Son Caslit wescs cece sctscaenscarstsosedaccnsasucescncces [meee tne meecrere 80 0 0 
» 7. |\ doop. 2.1 || <,, Shop Vakings.----.-cacc--ecr-ssancerns 20), O) 30/8 eae 
» 8|S.L.78/87| ,, Members, 78 to 87 (Share Capita)).. 20°°0 0) "2 oS. 
eks3 C/- BAEC erence eee eee eeeeccceeerr cera) | oes) || |g cetost 30) 0 <0 
» S| Imp.L.1] ,, Shop Takings.. 29: 0 (QO)  oneccs 
aa Ad 5 »» Shop Takings.. 20° 0i Os)" ees 
Zui C/- By CASED .wusessassvecsdostetees<tostensactesseatsascehh Piece) MiMunecenon 40 0 0 
Se Cie ros CASE Gate acest ccsc ke eed ee | 20 0 0 
» 12] Imp.L.1] ,, Shop Takings.. Pa UE MU eect, 
Le a », Shop Takings.. 20: SO) ON acne 
» 13 C/- pa (OBE ceocnodnecdecaccncceaccccncsoeroaccrcosseceda|) So || sed 20 0 0 
» 14 |S.L.88/97| ,, Members, 88 to 97 (Share Capital).. 20: OVO eee 
ay LA Ph 1 | ,, Charles Jones (Share Capital) .... 100 0 0 
5 LA | dps es del Shep MAIN SS seccess seressacesesnes 25-06) ||| a eees 
als C/- ig (CASH ceccctsceeancts seteersceeamecvesceamasessecenih ecu ullN ee secwan 140 0 0 
pe WUE | Abas ah A TW | Me B30 (On Qu eee 
5 5 CEPI at Gash te ice snccnsccea ce cece oat een tee sates cues It Mamita e/a | Ne earner 25.0 0 
eniGal pimps leans 35) 20 Ou eee 
a6 0 ee a eon (ore seereace coc nconeeecconccosctecccee | Meets) |). Lense 30 0 0 
» 18] Imp.L.1] ,, Shop Takings.. 25: O10) 9 y ectes 
a8 C/- pee OF peer er or nocn a Drorteeeoamec soccer ccuaceccst | Gecse (ha esecad 30 0 0 
» 19 | Imp.L.1]| ,, Shop Takings.. SO! O21) Fae caae 
arene} C/- ig: COASEY A cos haueaduwvnae vate censadecctawcneeeaeceal il sacl lanl alltrammcte 25 ONO 
pe PAN Bhan os Beau » shop Takings 30) 0; 70") Pe escass 
290 Ce BV Cachet iiiccn siccictiecets ot eee ae ee 30 0 0 
» 21 | Imp.L.1-| ,, Shop Takings.. 25: 0) 10) Pere 
PAA C/- a5 CAS Merce un ncevia cae Ueesuadandwenensevateeacoranicn| ie arene aml mn ereeioere 30 0 0 
» 22 |S.L. 98/107) ,, Members, 98 to 107 ae Capital) 200 10) HO yaa tere 
Bs | mp od 15, Shop Takings. 29) (Ol ON. ores 
22 S 5 Gash aeeeiat Oca ace eR eee oR a ee ae en oe 25 0 0 
S20) Ls eee lal es roe Takings 20! 05 0) |) Qeces 
28 Ce #5 CaS "ea. Se ranceee ete eek ened aaa Se ee 40 0 0 
Foon pe Deere 5. Sion Taking 20) (OO Ou) aac. 
ay 20 C/- os (Gash. -caccscscatestetdyemctcanceasecnueeueeaeeee| | Leni NAN UM Useduee 20 0 0 
» 26 | Imp. L.1] ,, Shop Takings.. ZS" (OO) Seca 
7 20 C/- pt KOS EN Godantnn Ghicd Ru cuecewer ocean sevisasetscedas}) mca oummny Im Miser 20 0° 0 
of )| Ump. 1 ) 4. Shop Lakings.. 30) 10) “OM eee 
wee C/- fein GAGE Wavasigcuduie ae wectceweetite maceasiuaie cee katie es | (Meek eter man I mane te 25: 020) 
» 28 | Imp.L.1] ,, Shop Taking 30) (0) 10) | Pesce 
5 28 cz spOASI cevsvccecte cick ose meeaee Rea ence | 2 OO 
» 29 | Imp. L.1 | ,, Shop Takings.. 40° 0 (Oi) eee 
, 29 Cz PAL SoS epee ee eee ree) Sa AS ail, oiess: 30 0 0 
., 30 | Imp. L.1] ,, Shop Taking Seeseere are 30) 10510), saanes 
30 C/- (Gr iheieronanmbonnnerestsccenosecaccassecomenseets|| aed, Sl eesdue 40 0 0 


Jan. 30 


To Balance of Cash in hand and at Bank... 


£1055 0 0 


£980 0 0 


153° 1090) 
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JANUARY, 1926. Cr. 
Date. | Led. Fol. Rec. No. Cash. Bank 
Syd. s. d 
Jan. 4 C/- Bye Ban koretaccs catwnesvartcewonnoncecoueen ssucsttns ts 0 0 tes 
» 4{|1.A.B.5 | ,, Cheque Book Ed isteeeeh eee Ci!) © eek 0 0 
le) C/- Fi DANG mosses os 180 WOmLO 
7 8. C/- oy fegbillis Sag sscnous 80 0 0 
ae, 6 os Nieto G hehi Ye MCh pane spodmeccssocoesucsoanncccnng|! see.) ii) We lasenge 10 0 0 
» 8 C/- Pebankene SD Wil) Vase 
» 8 1 PP OMRUL OLE Veet ccucsseisanstaccr.omeccogseesall Wee! |W ieseas. 200 0 6 
eel d C/- Dank ncs AQT OR OT vstesas 
peti 2 RC WAS Ieee ioe te Pirie dts eee TE meni, Oe 80 0 0 
“3 ED 3 sr omit and. Browin\ccccoscsesececsescoeceee|). can if sedses 40 0 O 
ert 4 pr GTeenranc BlAGr caswcas roca capame cessed pect SII be tects 20080; 
» U 5 99 Wren and Go... eecceeccseeeerer| ces || sence 10 0 0 
», 12 C/- 65 200; Oni 
» JS 13 5 4 ROP ON Serene 
» 13 C/- » 20 0 0 
” 13 7 99 SPE UML CANE WiWecccsacecscesensccscssesscosesccess! jj cee $$ | jg- seseee 
» 14 t= » 140 0 0 
14) Inve ta), (CWS. Lid. (Share Investment)s...c...--|) sce |] | scnene 
BES C- i 25) 5010 
» 1S 2 Pee Via LAGerapentscestacrscerencessbsvemvecsenee | NEC ce nll = Mitew sc. 
» 16 C/- 33 30 0 0 
ls C/- 4 a) @ @ 
FLOM Se lean 5 By @) 0) 
me ko C/- es 23 OO OUP ceenn 
hee 4) 13 = ASA Ola OTe serie 
20 Cf » BO OKO . ete. 
> 20 2 ‘ ere 100 0 0 
EC Al) 3 PPIOMLCARG: SLO Wiles scarescoregierasscwssacecai Misder © ii) velvet 20 0 0 
of al C/- nf 30) (OOM a Ricci. 
» 22 (je is OO) sscotes 
oe Ce ie 4OMLOM OMe 
et C/- yy Bathe te eccu: 20 OM ON Wasa ces 
es 2 MI CIWES SLA, ts sctterectaeseoreawcseecteemecesil Umcwee  Myette oUfeecle 120.0" 0 
wy 26 C/- AR Kos sivsanvecd 20) SOON ee enews 
aa en 13 », Shop Wages ... Oy 1) OU em omees 
Ay Hi Ce Ay bh vel lea eee ere ae 25.0) (0' @a nee 
pa ey ss) 8 gy AG SIDI thecsevecc-ctaees Sr 070) 
228 9 » L.M. & S. Railway.. 2° 0-0) 
nee C/- POE SLE Kens or scale ontewiesaee ce eeacsecreaniias 25 Oi) 
my 28 10 7 Co-operative Insurance’Saciety<ev.s.ccc) cee |) enree 
29 C/- 35 0 US Ebel fees ane nccate dine pascsoTCaAceD 30) 10 (ON Merce 
,, 30 Ce Me Barle ten Mics tsk Os ye (ln Oe dere 
30 13 » secretary (Salary) ..... SOO) he eee 
0 11 ;, Corporation ......... RS Ts eed ce 0 0 
+, 30 12 Sh) DROS AL OATt te WA CBr O5 sor PUCCIO SPOLEERCHOOCCOTE| marae || Mme nance, Oy 
ele) Pe ,, Balance of Cash in hand .... 42 0 0 _etesee 
co Pa Balance wh Gashtat Bankicsecdediern|| | Marae! 9 cease 153 0 0 
£1055 0 0 [£980 0 0 
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The Invoice Analysis Book. 


We may now enter in the Invoice Analysis Book the January 
transactions which require to be entered in that book. These 
are items 7, 11, 13, 18, 22, 24, 25, 33, 37, 40, 45, 49, 51, 52, 54, 55, 58, 
59, and 60. They are all items of expenditure, and they require 
to be classified according to function under the headings explained 
in Chapter VIII. ‘They will be entered in the Analysis Book as 
follows: ‘The invoices will be numbered from one upwards in the 
order in which they are received, and this number, with the Personal 
Ledger folio reference, the date of the invoice, the name of the 
invoicer, the nature of the expense, and the total of the invoice 
will be entered in each case in the appropriate column. The further 
entries can be best explained by examining the items in turn, and 
by reference to the numbers that have been given them in the list 
of transactions. 


Item, 

(7) Jan. 4.—This being the purchase of a shop, the expenditure is capital 
expenditure, and the £200 will be entered in the Capital 
Expenditure column. 


(11) ,, 5.—These items being purchases of goods, the amount of the 
purchases is in each case entered in the Goods column. 


(13) ,, 6—New fixtures represent capital expenditure, not revenue 
expenditure, and the £10 is therefore entered in the Capital 
Expenditure column. 


(18) ,, 11.—This item being a purchase of goods is treated in the same 
way as item 11. 

(22) ,, 13—Wages of shopmen are a selling expense (see list of selling 
expenses given on page 77), and the £4 must therefore be 
entered in the Selling Expenses column. 

(24). 13 Asforitem= Tt 

(25) ,, 13.—This item is a Land, Buildings, and Fixtures charge (see list 
of charges included under this heading given on page 77). 
It is a charge associated with the provision and maintenance 
of shop accommodation, hence its inclusion in this group. 
The amount of the invoice (£20) is therefore entered in the 
column headed “ land, Buildings, and Fixtures Charges.” 


. (33) ,, 16.—Books and stationery are an office expense, which is a general 
charge that would be spread over the various branches and 
departments in a large society. In the small society with 
which we are at present concerned the same principle is 
followed, and the item of £10 is treated as a general charge 
to be entered as a Trading Account charge in the column 
headed “‘ General Charges.” 
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Item. 

(37) Jan. 20.—As for item 22. 

(40) ,, 21.—As for item 11. 

(45) ,, 25.—As for item 11. 

(49)  ,, 27.—As for item 22. 

(51) ,, 28.—This is a charge for delivering goods to members, and is therefore 
entered in the Delivery Expenses column. 

(52) ,, 28.—This is a charge for carriage of goods inwards, and such charges 
are treated as an addition to the cost of goods. For this 
reason, the item £2 is entered in the Goods column of the 
Trading Account charges. 

(54) ,, 28.—This item of £3 has to be dissected. £1 of it is insurance of 
stocks, and, in accordance with the list given on page 77, 
it is entered as a Trading Account charge in the column 
headed “‘ Goods and Stock Charges.”” {£2 of the item is for 
insurance of buildings, and is entered in the and, Buildings, 
and Fixtures Charges column, according to the classification 
set forth on page 77. 

(55) ,, 29.—As for item 11. 

(58)  ,, 30—The secretary’s salary is an office expense, and therefore a 


general charge, for which reason it is entered in the General 
Charges column. 


(59) ,, 30.—As per the list given on page 77, this is a Land, Buildings, and 
Fixtures charge (in the Trading Account) and is entered in the 
column devoted to these charges. 


(60) ,, 30.—Telephone charges (shop telephone) are a selling expense, as 
noted on page 77, and the item of £1 is therefore entered 
in the Selling Expenses column of the Trading Account 
charges. (Office telephone charges would be a general charge). 


There is still one item to be added—the £1 for the cheque book. At the 
end of the trading period, all bank charges must be ascertained from the 
Cash Book and entered in the Invoice Analysis Book as a general charge 
in the Trading Account. Hence this {1 is entered in the column headed 
“* General Charges.”’ 

This completes the entry of the invoices in the Invoice Analysis 
Book, and the various columns may now be totalled. The total 
of the column in which the total of each invoice is entered should 
agree with the total of the totals of the remaining columns. 


There are, however, some adjustments to be made in accordance 
with the information given at the foot of the list of transactions. 
Some of these items will require to be entered in the Invoice Analysis 
Book before the final totals for the month are ascertainable, and 
we may therefore proceed to deal with them at once in order to 
complete the entries in the Invoice Analysis Book. The most 
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suitable starting point for these adjustments is the Journal, and we 
shall now deal with the entry of the adjustments in the Journal, and 
thence to their appropriate accounts. 


Adjustments and the Journal Entries for same. 


At the end of any trading period there are usually some items 
of expense for which no invoice has been received, or some charge, 
e.g., local rates, which does not fall due for payment until some 
future date, though the portion of the total charge which rightly 
belongs to any period has to be included in the accounts for that 
period. Or it may happen that some charges have been paid in 
advance, e.g., rates may be paid in the middle of the year for the 
whole year, or insurance may have been paid in advance for the 
whole year. ‘The correct proportion of the charge in these and 
similar cases has to be charged against each trading period, and 
the name “ adjustments ”’ is given to the series of debits and credits 
that has to be made for the purpose of allocating the right charge 
to each trading period. The Journal is the most convenient starting 
point for them, and will be used here. Let us follow the adjustments 
given in the exercises :— 


(a) Share interest due to members may not be added to the members’ 
accounts until the end of the quarter, but if the exact position 
of the society is to be ascertained, provision must be made for 
the amount due up to the end of January—the date at which 
we are to make out the balance sheet. The charge is evidently 
a debit against the business, and eventually will be a credit to 
the members’ accounts; but as it is only an estimated amount, 
it is better not to credit it direct to the members but to 
a special account, which we may name “ Share Interest due to 
Members.’”’ The debit entry is to go in the Investments Revenue 
Account, as per the list on page 75. The correct Journal entries 
will therefore be :— 


INTEREST ON MEMBERS’ SHARES. 
Hf Se Gh £ syd: 
Investments Revenue Account (share in- 
IRS RCL SoMlodn so soa uma oncobobendobadadasgaue Dy, 2 OW OW 
Share interest due to members 
(SHaresAcco lint) ie acemen see eseecre Cr. 2, 050 


(0) It is estimated (the amount has been fixed in this case to serve as an 
illustration, not for its mathematical accuracy) that £1 interest 
has been earned during the period by the investment of £100 in 
shares in the C.W.S., and the accounts of the period must take 
it into account. We shall not debit the C.W.S., since the C.W.S. 


CO-OPERATIVE SOCIETY LIMITED. 117 


is not a debtor until the date arrives when the amount is to be 
paid, but we shall debit, instead, an account which we shall 
open for “ Interest Accrued,’’ and we shall credit the amount to 
the Interest Receivable Account, which willeventually be closed by 
a transfer to the Investments Revenue Account, where all earnings 
in the form of interest are credited. The entries will therefore be :— 


INTEREST ON SHARE INVESTMENT IN C.W.S. 
te Ss ds Hh ale 

Accrued Interest Account (C.W.S. interest) Dy. 1 0 O 
Interest Receivable Account......... Cr. i @ © 


(c) £1 is the proportion of ground rent due. The ground landlord will 
not forward his account until the end of the half year, but the 
proportion for the month must be debited to the accounts for the 
month. It is obviously a Land, Buildings, and Fixtures charge for 
the Trading Account, and this account must be debited and 
“accounts owing ’’ must be credited as follows :— 


GROUND RENT DUE. 


Land, Buildings, and Fixtures Charges.....Dy. 
NCCOMMNESTO WAN Pf aeecenstscseeeeectttesre Cr. ORO 


(ad) The shop and fixtures have been in use a month, and it is estimated 
that a reasonable allowance for depreciation for the month will 
be £1. Depreciation is a Land, Buildings, and Fixtures charge, and 
the Land, Buildings, and Fixtures Charges Account must be 
debited, and the Shop and Fixtures Account credited, to reduce 
the original value by the amount of the depreciation. The 
correct entries will be ;— 


DEPRECIATION CHARGES ON SHOP AND FIXTURES, 
Ue Ee tole if Ge, Gle 
Land, Buildings, and Fixtures Charges.....Dr. 1 0 0 
Shop and Fixtures Account .........C7. ib OW 


(2) In lieu of arent, the Trading Account has to be charged with interest, 
depreciation, and insurance upon the value of the shop. Insurance 
has already been charged (see item 54, page 115), and depreciation 
has been charged in item (d). We have now to charge the interest 
—also to the Land, Buildings, and Fixtures Charges Account. 
The Interest Receivable Account is credited with the amount 
so charged, and the amount, with others, will eventually be 
transferred to the Investments Revenue Account, for the Invest- 
ments Revenue Account collects all the items of interest payable 
by the society, and all the interest that is charged to the trading 
and other departments, or is earned in outside investments. 
The correct entries are therefore :— 


INTEREST CHARGES FOR LAND, BUILDINGS, AND FIXTURES. 
fy Gls San Cl's 
Land, Buildings, and Fixtures Charges ....Dv. 1 0 0 
Interest Receivable Account......... Cr. i oO) 
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(f) Interest is charged to the Trading Account for the amount of capital 
employed in the form of stocks. This interest is estimated at £1, 
which is a debit to the goods and stocks charges (as explained 
in the list on page 77), whilst the Interest Receivable Account 
is credited for the reasons mentioned when explaining item (e). 
The correct entries are :-— 


INTEREST CHARGES FOR STOCKS. 
Ye se, hk, fSande 


Goods and Stock Charges ........2-..-.+..005- Dra le On 0 
Interest Receivable Account......... Cr. ee 


(g) £5 wages are due to the shopman but not paid. They must be 
charged to the accounts for the period, and the amount must be 
added to the sum of accounts owing. The correct entries are :— 


SHOP WAGES DUE. 

Saud Sauce 

Selling PE XpextSes sas saseseemsteesswiacecr ames Dy. 
ACCOUTTS | O WIN Sieenaceseei ete aesemeenee Cr. By GW 


(h) Stock on hand; £200. This information will be required when making 
up the balance sheet. It will have to be entered on the Cr. side of 
the Trading Account, and on the assets side (a Dr. entry) of the 
Statement of Assets and Liabilities. This item will be referred to 
in Chapter XIII., on the making up of the balance sheet. 


Having journalised the items in accordance’ with the foregoing 
explanations, the Journal should read as follows:— 


JOURNAL, JANUARY, 1926. 


ADJUSTMENTS. 
Tiem. Bo So Cle Le Sac 
(1) Jan. 30.—Investments Revenue Account (share 
TOCOTESE) esecitecnelece ren tswe ce cecetnee ces Drew. 100 
(2) Share interest due to members..Cr. Ay AY 0) 
(3) ,, 30.—Accrued Interest Account (C.W.S. 
slareInterest)ieenenecencietsces seen cess Drala e 20 
(4) Interest Receivable Account ...Cr. 1 0 0 
(5) ,, 30.—Land, Buildings, & Fixtures Charges 
(lometotndl rent) ewccueeets. even erence Dye 3 Oy 
(6) PACEOUTCS OWLS Macnee -eeteeecee Cr. i @ © 
(7) ,, 30.—Land, Buildings, & Fixtures Charges 
(Lote eprectatiom)mecomsnce sr eretnes Ie Le Oe 
(8) Shop and Fixtures Account.....Cr.’ Le On O) 
(9) ,, 30.—lLand, Buildings, & Fixtures Charg2s 
(LOPHNCETES D) ere coors ceneren aera ects Dy Raley OlaO 
(10) Interest Receivable Account ...Cy. On 0, 
(11) ,, 30.—Goods and Stock Charges (for 
INLELESL) rece antnsse seat saceeeone eee Dia ea 
(12) Interest Receivable Account ...Cr. L080 
(13) ,, 30.—Selling Expenses (for wages due)...... 10 sy) Wy 


(14) TNTSOL ERNE ON OME 0. aogaccaaconoore Cr. 5 0 0 


CO-OPERATIVE SOCIETY LIMITED. 119 


The Invoice Analysis Book completed. 


Some of the foregoing items—but not all—have to be entered 
in the Invoice Analysis Book. Those which have to be entered in 
that book are those representing expenses, viz., items numbered 
1, 5, 7, 9, 11, and 13 in the Journal, and these items we may now 
consider. 


No. 1 is a debit to the Investments Revenue Account (see list 
of items for this account given on page 75), and will be entered 
in the Investments Revenue Charges column of the Invoice Analysis 
Book. Nos. 5, 7, and 9 are all Land, Buildings, and Fixtures 
charges, and will be entered in the column bearing this heading 
in the Invoice Analysis Book. No. 11 is a Goods and Stock charge, 
and will be entered in the Goods and Stock Charges column; whilst 
item 13 is clearly a selling expense to be entered in the Selling 
Expenses column. The remaining items in the Journal do not relate 
to the Invoice Analysis Book; they are to be entered direct into the 
Ledgers, and they will be considered in the next chapter. 


With the inclusion of the items posted from the Journal, the 
entries in the Invoice Analysis Book are completed, and the columns 
may be finally totalled. The book should then appear as follows :— 
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INVOICE ANALYSIS BOOK, 
ih? ae | 
In-_| Personal Nature of sie 
voice | Ledger | Date. NAME. Expenditure. Redeer TOTAL. 
No. | Folio. Folio. 

a : PG oct 
1 1 Jan. A4a\e joun: Lord seacceccccsaeansecceens INGW ShOpe ie ceneseenner eens 200 0 O 
2 2 fp, ta KEM Snes, cecataccosococanaace Goods wersrteveseseeossacaares 80 0 0 
3 3 > | omith and Brown) 2....2.0..-- TOM seeceac asc eoenecoparnina: 40 0 0 
4 4 iy. 2d Greenvand (Black /-..casanssonees Ae eLiecaseascosacedtaevesees 20 0 0 
5 5 Fy Ol, Wren atid) Co. sccs-easnemnecines PA chetpemea Pence tec 10 0 0 
6 6 w -0 |" Wood atid Co..c22-.2;20scscewaa, New Fixtures ............-+ 10 0 0 
ef zr a BE) CWS Eitdin sero cpeancncactadenes (GOGAS. as sasskastenaendaet 100 0 0 
8 13 ny IBY) SHIRE Re cearoccoctécceccoocensnocance Shop! Wages <-.s.scseeccces 4 0 0 
9 2 wl Sal (CWS. td ce cacsrsarwnancewest GOGGS: 7. .csseieeucasdnptens a 100 0 0 
10 3 1, 13) Smithiand! Brown! ....c2-.-0-04 ay niseisse cate kcessay tucigaon 20 0 0 
sa 7 a) Joa Brushvand!\Co.y.-7..:.7-¢-.55<mer Painting icescsesuencanessanae 20, (0) 0 
12 2 oy LG) IC IWES Std eee cere cewssocs eno Stationery (General)...... 10 0 0 
13 13 sy) BOM Sbath -ceccescceescesscaeesndecncoe es Shop: Wagesicar.<ce--ssceces 40:50 
14 2 Feo Le GaWeSoplctiledosn, caseneneteeeeecee Goods rer accseocscotenaerere 110 0 0 
1S 3 oy aon | omuith and! Browne scscsessse? Fe BEE E GAO AGE COnOEL ORO: 20 0 0 
16 13 isp Padi SRARE oe sce cer aeceesmcoseccseeensees Shop Wages .ccsc.s0sccceces 5 0 0 
17 8 F28))|| As SUMENY scseceeusededescscceenns Carriage cn. scneaasscaeedeaea 5: 00 
18 9 2G ||| deed Vin Gs Se ERauhway? eccerecseece Sor) useutanienaweweaeecceesd z2 0 0 
19 10 ,, 28 | Co-op. Insurance Society.....) Insurance .........ssseeese 3.0 0 
20 2 22) CWS td i caentcwecanccenes eee (Goods eacnsuencseteses ores 120 0 0 
21 13 ae SO! SOCAL cece veden Soca wnae svc eecencace Office Wages inurcscissnses3 8 0 0 
22 11 ESO dl Corporation orccasaecasteeenescs Blectricity; cerwcss cesses 0 0 
23 12 my OU! |) Pest Oaice -roecaiadvavectooeseste: Telephone Charges......... 1 0: 8 
24 ee A | i OU. Bamkeecancneuscccusatrorsesse cae Expenses for month ...... LOR 
895 0 0 
jt , 30 | Expenses Adjustment A/c Share Interest ..........00- 2) 0106 
Tks » 30 A 5 seo) Ground! Remt cscccersrareens FOO 
ie! sy? 130) “ ys ») Depreciation: <<ccess.s..es0e Le Oa) 
a » 30 5 x | Int. on Land, B., & F... 1070 
1 eat) Kn si Interest on Stock ......... L056 
a ip i 00 3 i “| SHOP: Wagesic. scccauvcsecees 500 0 
906 0 9 
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Travinc Account CHARGES. 


Goods, 


oO eo oS 


100 0 0 


120 0 0 


Goods — 
and Selling | Delivery ee General 
Ce Expenses | Expenses Bastnies Charges. 
¥ Charges. 
Ss 1a LS idey) de Sync PS iGeil eure Se) eG) 
Seas 4 0 0 nace eaeieys Sie 
BOSCH «|| eecivac, 1!) eeosdss 20° 60 Sacra 
ESCEGEY Weal’ of ecccot || lmereesco gm Imenoreae 10 0 0 
coesca 4 0 0 653600 Anp00e SeGu0y 
Sees 5) 0) 0 seer se Seca gb ct 
acdc || cacaee 5.0 0 necn pete 
MAO, ON) Metetete PS aed ZO OS Sees 
asAdcgs |). ceapod. | “Begsoge Ihe meeicmacs 30° 6 
oscceme |W ceesccr lll “arses 2 ONnO Aten 
seers To Oo caaann aaah made 
etSonanll SS eaIt IRRSEES an lero 10) 0 
10) ON| L490) 10>) S107 0:24 10) 70/19: 30) 0 
eaoeaee I be eetso nal Phe eqee 10) 0 he tess 
Seale © astvest Il) | sleepin TO) Mies i 
spasbos ile Aaeccedie jer mmeenera CO) Aree 
LEOMONP Beccary) crests lly Osean yl eteoaces 
Beret SiO) 0) vagal Sere aauees 
DO MmOntoeOw Oo 60070) 27, (0. O19 O10 
Imp. L. 3 | Imp. L.4| Imp. L.5| Imp. L. 6 | Imp. L.7 


Invest- 
ments 
Revenue 
Account 
Charges. 


Final 
Revenue 
Account 
Charges. 
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With the completion of the explanation of the entry of the 


‘items for January in the books of primary entry, this chapter can 


conveniently be brought to a close. The posting of the items to the 
Ledgers from the various books of primary entry will be explained 
in the next chapter, and when the Ledger entries have been 
explained we may proceed to the compilation cf the trial balance 


and balance sheet. 
SUMMARY. 


In order to relate the various sections of the accounts that have been 
explained, it is desirable to record the day-by-day transactions of a society 
for a period, and, beginning with the books of primary entry, to enter these 
transactions in all necessary books up to the balance sheet stage, and then 
prepare a trial balance and balance sheet. The transactions of the Newway 
Co-operative Society Ltd. for the month of January, 1926, are therefore 
recorded in the books of primary entry, i.e., Cash Book, Invoice Analysis 
Book, and Journal. As the society has only one department—a distributive 
depattment—and all trade is for cash, a Sales Book is not required. 


The Cash Book is provided with two columns on each side—one column 
for cash and one for bank items, and is entered up in the manner explained 
in.a previous chapter. It is assumed that a discount column is not required. 


The Invoice Analysis: Book is provided with nine columns for recording 
the expenditure according to function, and one for the total of each invoice. 
Other columns provided are for recording invoice number, ledger references, 
name of invoicer, date of invoice, and nature of expenditure. Six of the 
columns for recording the classified expenditure are for Trading Account 
items classified as Goods; Goods and Stock Charges; Selling Expenses; 
Delivery Expenses; Land, Buildings, and Fixtures Charges; and General 
Charges; one column is for Investments Revenue Account charges; one is 
for Final Revenue Account charges; and one is for Capital Expenditure. 

Certain adjustments have to be made at the end of the trading period. 
Some charges have been incurred for which no invoice will be received until 
some future recognised date, e.g., a charge for ground rent; and some other 
charges are not recognised as due until a future date, e.g., share interest; 
but the liability for these and other charges for the period covered by the 
balance sheet must be allowed for in the accounts. Conversely, some income 
has been gained by the society during the period but will not be due for 
recognition by creditors until some future date, e.g., interest on investments; 
but the portion earned during the period must be allowed for in the accounts. 
There are also some internal charges to be made, e.g., interest on the capital 
used by the trading department, and depreciation on the buildings, etc. 
These various adjustments are first entered in the Journal, and those relating 
to the accounts, for which columns are provided in the Invoice Analysis Book, 
are posted from the Journal to that book, and the others are posted direct 
to the Ledger. 


QUESTIONS AND EXERCISES. 


1, What are the books of primary entry ? What classes of entry are 
recorded in each of them ? 

2, Where should.the primary entries for the following items be made ?— 
A receipt of £20 for share capital. 
An invoice for goods value £25. 
A cheque for £30 received and paid into the bank. 
A withdrawal of £50 from the bank, the £50 being spent upon goods. 
A purchase of a bacon-slicing machine. 
An item of £30 for a quarter’s interest upon members’ share capital. 
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/ 3. Rule a page of an Invoice Analysis Book, and enter the following items :— 
Jan. 1.—Purchase of goods from C.W.S. Ltd., £100. 


» 2,—Purchase of new machinery from Wheel and Axle Ltd., 
£200. 


», 2.—Wages for week: shopman, £4; secretary, £5. 
, 3.—£2 carriage inwards of a consignment of goods. 
» 4.—Invoice for carriage of goods to members, £2. 
», .9.—Licences for shop, £2. 

, §.—Painting shop, £10. 

» 6-—Repairs to shop floor, £5. 

, 8.—Repairs to house property, £8. 

,, 8.—Ground rent for shop, £5. 

, 8.—Committee fees, £10. 


4. Prepare a Cash Book and enter the following items :— 


Jan. 1.—Received £20 share capital from A. Bee. 

, 1.—Received £50 for goods sold. 

» 2—Banked £65. 

», .3.—Paid shop wages, £5 (cash). 

» 4.—Paid Yew and Mee (by cheque) for goods, £30. 
5.—Withdrew £10 from bank, and paid petty cash expenses, 

£5; -L. M. and S. Railway Co., £3. 

, 6.—Received cheque for £5 from Frank Lee for share capital. 


, 


5. What is a ‘‘dummy ”’ invoice ? Mention two cases where such an 
invoice has been made out in recording the January transactions of the 
Newway Co-operative Society. Why is such an invoice considered necessary ? 

6. What is the procedure followed when entering invoices in the Invoice 
Analysis Book ? 

7. Make out a statement of expenses according to their nature from the 
Invoice Analysis Book of the Newway Co-operative Society Ltd. for January, 
1926, given: in this chapter. 

8. What are the column headings employed in the Invoice Analysis Book ? 
Give an illustration showing at least one item for each of the columns in the 
Analysis Book. 

9. What are adjustments? Give three examiples. 

10. What is the book of primary entry in which adjustments are first 
entered ? Prepare a ruling of a page in such book and enter three items. 

11. Illustrate the entries you would make in the books of primary entry 
for the following adjustments in the accounts at the end of December :— 

Rates, £12 paid in October for year ending following March 31st. 
Share interest due to members, £40. 

Depreciation of machinery, £10. 

Interest charged on stocks, £5. 

12. Explain the difference between (a) land, buildings, and fixtures 
expenditure; and (bd) land, buildings, and fixtures charges. Where is deprecia- 
tion entered in the Invoice Analysis Book, and why is it entered there ? 
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GHAPRTEREXAL: 


THE TRANSACTIONS OF THE NEWWAY 
CO-OPERATIVE SOCIETY LIMITED.—continued. 


(2) POSTING THE ITEMS FROM THE BOOKS OF 
PRIMARY ENTRY TO THE LEDGERS. 


N Chapter XI., the transactions of the Newway Co-operative 
Society for the month of January, 1926, were entered in the 
books of primary entry, i.e., in the Invoice Analysis Book (or 

Purchases Book), the Cash Book, and the Journal. The next step 
is to post the items from these primary books to the various Ledger 
Accounts. The number of Ledgers employed by a society depends 
upon the size of the business, and we shall assume that the Ledgers 
employed by the Newway Society are:— 
(1) The Personal Ledger,* for recording the personal side (i.e., 
Cr. side) of the purchase and expense transactions. 


(2) The Impersonal Ledger, for recording the Purchases 
Account and Sales Account (i.e., the Goods Account 
divided into two accounts for convenience) and other 
nominal and real accounts. A separate section of the 
Ledger can be assigned for the Capital Expenditure 
Accounts, so that the accounts falling into this class 
can be kept on neighbouring pages. In a larger society 
a special Ledger would be kept for these accounts, but 
it is hardly necessary to keep a special Ledger in a small 
society. 

(3) The Share Ledger, for recording in separate accounts each 
member’s contributions and withdrawals on Share 
Capital Account. 


* In a non-co-operative business, the Ledger in which are recorded the personal entries relating 
to purchases of goods, or to expenses, is usually named “‘ Purchases Ledger,” or ‘“‘ Bought Ledger,” 
and the Ledger in which.are recorded the personal entries relating to sales is usually named “ Sales 
Ledger.”” Both Purchases and Sales Ledgers are Personal Ledgers. As a retail society does not need 
to keep such a Sales Ledger (except in a limited and special way where credit is given), the term 
Personal Ledger can be employed instead of Purchases Ledger for the book in which the accounts 
of creditors (other than creditors for capital) are kept. This avoids possible confusion with the 
Impersonal Account for purchases. For the Personal Accounts of those who provide capital—share- 
holders, loanholders, and depositors in a savings bank—separate Ledgers will be provided for each 
class of creditor, as necessary. 
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(4) The Investments Ledger, for recording the investments of 
the society, a separate page being assigned for each 
investment (e.g., shares in the Co-operative Wholesale 
Society Ltd.). 


POSTING THE ITEMS-TO THE PERSONAL 
LEDGER, 


In theory, the personal side of each purchase and allied transac- 
tion should be posted from the book of primary entry in which 
these transactions are entered, viz., the Invoice Analysis Book. 
In practice, however, there are some advantages, as mentioned in 
Chapter VII. (page 67), in entering the items in the creditors’ 
accounts direct from the invoice. Both methods are correct; the 
responsible official will choose between these alternative methods 
according to the circumstances and his personal preference. 


Presuming entries are to be made from the invoices, the clerk 
will arrange the invoices in number order, which will be strict date 
order as a rule, and will open a page for each creditor’s account if 
one has not already been opened. The clerk will make an entry on 
the credit side of the account: “‘ By goods, £20,” or will use in place 
of “ goods” such other name as may be necessary to indicate the 
service for which the supplying firm has become a creditor. This 
name will, in general, be that of the account in which the corre- 
sponding entry (a debit entry) has been made. We will now proceed 
with the entries in the Personal Ledger of the Newway Society; 
and in order that we can more easily follow the entry of the invoices 
received by the society, we will utilise for identification and reference 
purposes the numbered list of transactions given on pages 108 and 


109. 

Item. Inv. No. : 

(7) 1 Jan. 4.—A shop having heen purchased from John Lord, an 
account must be opened for Lord in the Personal 
Ledger and credited in the manner shown on page 
128 with £200, the amount of the invoice. In all 
cases, the number of the invoice is entered in the 
reference column in the Ledger Account, and the 
Ledger folio number is entered on the invoice in 
the place provided by the rubber stamp. In the 
narration column, the word following the word 
“ By ’”’ indicates where the corresponding entry 
completing the double entry is to be found. 

(11) 2-5 ,, 5.—Goods having been purchased from four different 
firms, a Personal Account must be opened for each 
of these firms, each account being credited with 
the amount of the invoice received from the firm 
whose account is being credited. (See the accounts 
of C.W.S. Ltd., Smith and Brown, Green and 
Black, and Wren and Co. on page 128.) 
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Item. Inv. No. 


(13) 6 Jan. 6.—Fixtures having been purchased from Wood and Co., 
an account must be opened for Wood and Co. and 
it must be credited with £10, the amount of the 
invoice. 

(18) 7 ,, 11.—Goods having been bought from C.W.S. Ltd., the 


amount of the purchase (£100) must be credited to 
the account of the C.W.S. Ltd., which was first 
opened with the entry of invoice No. 2. 


(22) 8 ,, 13.—Shopman’s wages, £4. No invoice has been received 
for this amount, but following the plan recom- 

mended on page 68, the clerk makes out an 

invoice (a dummy invoice) for the amount of wages, 

and treats it in the same way as other invoices. 

The amount is credited to a ‘‘ Staff Wages Account,” 

which is opened to receive this and similar items. 


(24) 9-10 , 13—The accounts already opened for C.W.S. Ltd. and 
Smith and Brown are credited with £100 and £20 
respectively. : 

(25) 11 , 13.—An account is opened for Brush and Co. and credited 
with £20. 

(33) 12 ,, 16.—The account of the C.W.S. is credited with £10. 

(37) 13 ,, 20.—As for item 22, invoice No. 8. 

(40) 14 » 21.—The account of the C.W-S. Ltd. is credited with £110. 

(45) 15 ,, 25.—The account of Smith and Brown is credited with £20. 

(49) 16 , 27.—As for item 22, invoice No. 8. 

(51) iy , 28.—\An account is opened for A. Smith and credited with 
£9. 

(52) 18 , 28.—An account is opened for lL. M. and S. Railway and 
credited with £2. 

(54) 19 ,, 28.—An account is opened for the Co-operative Insurance 
Society Ltd. and credited with £3. 

(55) 20 » 29.—The account of the C.W.S. Ltd. is credited with £120. 

(58) 21 ,, 30.—As for item 22, invoice No. 8. 

(59) 22. ,, 30.—An account is opened for the Corporation and 
credited with £2. 

(60) 23 ,, 30,—An account is opened for the Post Office and credited 
with /1. 

24 , 30.—A dummy invoice having been prepared for the 


amount of bank charges, it will be entered in the 
Invoice Analysis Book; but the amount of the 
invoice having been already entered in the Bank 
Account (which is in the nature of a Personal 
Ledger Account), in the Cash Book no further 
Ledger entry of a personal nature is required. 


This will complete the entry of the invoices in the Personal 
Ledger. The accounts of the Ledger, when entered up, are shown 


on pages 128-130, and the instructions given above can be related 
to the accounts there shown. 
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THE POSTING OF THE CASH BOOK TO 
THE PERSONAL LEDGER. 


Whilst the Personal Ledger is under our hand it will be con- 
venient to continue the entries in it by posting to it those items 
in the Cash Book which relate to Personal Ledger Accounts. As 
the Personal Ledger Accounts refer to purchases from creditors, the 
entries in the Cash Book that relate to these accounts will be 
payments—payments for the purchases—and they will therefore 
be found on the payments or Cr. side of the Cash Book. 


The Cash Book is given on pages 112-113, to which we must now 
tefer. The first entry referring to Personal Ledger Accounts is 
the item of £10 paid to Wood and Co. on January 6th. We 
therefore turn to Wood and Co.’s Ledger Account and debit it 
with £10, the entry being:— 

Vane 6. —- Lo Banker... .<ssnss £10 


For reference purposes the Cash Book folio is entered in the 
Ledger Account, and the Ledger folio is entered in the Cash Book. 
We say “To Bank” because the accounts in which the corre- 
sponding entry is to be found is the Bank Account. In the Cash 
Book we say “ By Wood and Co.” because the corresponding entry 
is made in Wood and Co.’s account. 


The next item is the payment on January 8th to John Lord, 


and the correct entry is:— 
Paty oe LO Dank <.5.08-.4- 40 £200 


The usual reference numbers are also entered in this and all 
other cases. 

The entries of the remaining items are similar in principle, 
and we can examine them in the order in which they appear in 
the Cash Book. 


_Jan. 11—The payments to C.W.S. Ltd. (£80), Smith and Brown (£40), Green 
and Black (£20), and Wren and Co. (£10) are debited to the 
accounts of these firms in the manner mentioned above in 
explaining other payments. 

13.—The Staff Wages Account is debited with the payment of £4; and 
the usual references are entered in Ledger and Cash Book. 

13.—The account of Brush and Co. is debited with £20. 

15.—The account of C.W.S. Ltd. is debited with £100. 


20.—The Staff Account is debited with the payment of £4; the account 
of C.W.S, Ltd. with £100; and the account of Smith and Brown 
with £20. 
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Jan. 26.—The account of C.W.S. Ltd. is debited with £120. 
,, 27.—The Staff Account is debited with 5. 


28.—The account of A. Smith is debited with £5; the account of 
L. M. and S. Railway with £2; and the account of the Co-operative 
Insurance Society with £3. 


,, 30.—The Staff Account is debited with £8; the Corporation Account 
with {2; and the Post Office Account with /1. 


This will complete the entries in the Personal Ledger, and the 
accounts at this stage will appear as follows :— 


PERSONAL LEDGER. rod. 
Dr. JOHN LORD. Cr. 
] im 7 Inv. 
(CAB ee sam cls No.| £ s. d. 
Jian. 8), lo Bani... 1120070704) Jane 4 By Shop... 1/200 ORG 
BL 2 
Dy. CO-OPERATIVE WHOLESALE SOCIETY LTD. Cr. 
i Iny. 
Cyl 4S Ge Ge Nozio 
Jan. tii) tor Bank... 180 07 Oo) fans o|) By: Goods...) ¢2 1.00 m0 mn 
pera 5; |e Posies Le LOOM OMe Ome eer Laie. eect 7 |LOOR ORG 
Peelers 3 Up LOO [0500 ie ae lS ieee pan asst oO LOO Ome 
ree PASH 5 b I tZO RL ORsO 3 1G) Stat ny 12 Om Ome 
2a 21 | Goods:...) 147110 O mG 
2 29] oss op 1 ess 20, 120 "ORG 
F.3 
Dy : SMITH & BROWN. Cr 
| : | | Inv. 
CSB ae ese de | No fos. da 
Jane L1)|-Lo Bankr. 17), 40. 0) ON jane 5:) By Goods.-.-) 3 | :405OmmG 
ae OH oes xy coo al |] PX 0) 1@ myn alles) Waa be ee LOM E20 ROR) 
|» PART. - “4 ase Paty © 
F.4 
Dr. " GREEN & BLACK. Cr. 
_ p Inv. 
ee th Go. tele NON farsa Gi: 
Janel) Lot Banikewnas L200 FOF)" ante oie By Goodsmes 451 n20 mn OMmnO) 
F.5 
Dr. ‘wo ae WREN & CO. Cr. 
Kee ie Inv.) 
Z Salat Af Sa Gk INO!) eaesuda 
Jane IS om pari kseerc. 1 10 OF ON janes By Goodsaess| ome LO mOmmO 


CO-OPERATIVE SOCIETY LIMITED. 


F. 6. 
Dr. WOOD & CO. Cy 
Inv. 
CB ery ess Ce IN@s|| 76 Ge Gls 
Jan. 6 "To Bank...... 1) 100 © |) Jan. 6 |) By Fixtures.| 6 | 10 0 0 
106 Fe 
Dr. BRUSH & CO. Cr. 
Inv. 
CeB Ese Ge No.| £ s.d 
ane 13) o) Banka... 1 | 20 O .0 || Jan.13)| By Painting 
(QU 13, fateh 
| Account). Ls) 2050) 0 
F. 8. 
Dy. A. SMITH. Cr. 
| | Inv. 
| fe mi ye sa. Nose vend 
Jad. 28:| To Cash......- ea sy (0) ot Jan. 28| By Carriage 
| | (Delivery) .| 17 By 0 © 
ine, Cy 
Dr. L. M. &S. RAILWAY CO. Cr. 
| : Iny. 
| cB. Nowe asad 
Neti? Sip oi Cashe. sr. S 0 % Jan. 28| By Carriage 
| (Goods 
| | i Account)} 18 | 2 0 0 
| 
: F. 10. 
Dy. CO-OPERATIVE INSURANCE SOCIETY LTD. Cr. 
| | || | Inv.; 
| cB ered. ON INOS. 
Jan. 28 | To Bank...... | 1 | 3 0 0O|| Jan. 28) By Insurance 
| | (various) ..... 19 | 3-0 0 
| 
yer he 
Dy. CORPORATION. Cr. 
| | inv. 
C.B. s. d. || No.| 4 s.d 
Jan. 30 | Lor Batikyonnis b 6 | Jan. 30. By Electricity 
(jy, Bp Sc 
| | as Charges) spac) esa 4 CO) 10) 
| 


130 THE TRANSACTIONS OF THE NEWWAY 


195 12, 
Dy. POST OFFICE. Cr. 
‘i | ar . a a | | o Inv. 
ye) 2 geal ING Yh Se Cia 
Jan. 30| To Bank...... 1 1 0 O|| Jan. 30| By Telephone 
Charges(Sell- 
} | ingExp’nses)| 23 | 1 0 0 
| | 
ES 
Dy. STAFF (WAGES). Cre 
| . {| | Inv. 
CUBA Gees e.de No. Losade 
an U33|) Lo Cashee.na 1 |4 0 O/|| Jan. 13) By Selling 
Palin meen ere Lice OMG Expenses— 
he a7 lee Be estas je oe AO Shop Wages} 8/4 0 0O 
Ay sll llores 8 pp Bacdeee Wi ey OW my eAd * 13|}4 0 0 
eet i, IG Saco me 
ny lO) SS 2S MO 
POSTING THE REMAINING ITEMS OF THE CASH 


BOOK TO THE IMPERSONAL LEDGER, THE SHARE 
LEDGER, AND THE INVESTMENTS LEDGER. 


Whilst the Cash Book is at hand, we may conveniently post 
the remaining items to their appropriate accounts, and commence 
with the Dr. (or receipts) side of the Cash Book. 


Jan. 1—The first entry is £5 received as share capital from Charles Jones. 
This item has to be entered in the Share Ledger, where an account 
will be opened in the name of Charles Jones (his address and other 
particulars being added), and this account will be credited with £5. 
Reference numbers will be entered in both the Cash Book and the 
Ledger. The entry will be :— 

Janel Cob] UaeeBy7 Cashiers 


The entries relating to Wood, Ogden, Palmer, Hunt, Pollitt, and 
Brown are similar in nature, and after opening an account for 
each of these members, it will be credited with £5. 


2.—The same procedure should be followed in the case of each of the 
members 8 to 27; but as our space is limited, and no new principle 
is involved, we propose to open only one Ledger Account for the 
whole of the remaining shareholders, and give it the heading 
“Sundry Shareholders.”” This account will be credited with £40 
for cash received. 


» 4—£75 paid into bank, This is described as a “‘ contyva’”’ entry, as 
indicated by the abbreviation C/—. Cash has been credited with the 
amount, and the bank has been debited with it. The credit entry 
has been equalled by a corresponding debit entry, and no further 
entry is necessary. 


,, 4.—Further receipts of share capital are credited to Jones, Wood, and 
Ogden in their respective accounts in the Share Ledger, and to 
members 28-57 in the Sundry Shareholders’ Account in the same 
Ledger. 


” 
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Jan. 5.—£180 paid into bank. This is a contra account of the kind explained 
. for January 4th. 


5.—Share capital from members 58 to 77 is credited to the Sundry 
Shareholders’ Account in the Share Ledger; and share capital 
from Pollitt and Hunt is credited to their respective accounts in 
the same Ledger. 


» §6.—Cash paid into bank, £80. A contra entry. 


, 7—Shop takings, £20. This amount represents the value of sales, and 
is to be credited to a Sales Account that must be opened in the 
Impersonal Ledger. 


, 8.—Share capital from members 78-87. The entry is the same as for 
similar receipts of this kind, already explained. 


8.—Cash paid into bank, £30. <A contra entry. 


,, 8—Shop takings. The entry is the same as for the similar item on 
January 7th. 


11.—Shop takings. The entry is the same as for the similar item on 
January 7th. 


11.—Cash paid into bank, £40. A contra entry. 


12.—Cash paid into bank, £20. A contra entry. Similar items occur on 
January 13th, 14th, 15th, 16th, 18th, 19th, 20th, 21st, 22nd, 23rd, 
25th, 26th, 27th, 28th, 29th, and 30th. As they are all treated in 
the same way, no further explanation of them is required. 


, 12.—Shop takings, £25. As the posting of this type of item has already 
been explained, no further explanation is required respecting this 
item or the similar items on January 13th, 14th, 15th, 16th, 18th, 
19th, 20th, 21st, 22nd, 23rd, 25th, 26th, 27th, 28th, 29th, and 30th. 


14.—New members’ share capital. The entry is the same as for the similar 
item on January 8th. The item £100 received from Jones is credited 
to his account in the Share Ledger. 


22.—New members’ share capital. Entered as before. 
This completes the examination of the posting of the items on 
the Dr. (receipts) side of the Cash Book. 

We may now proceed to examine and post the remaining items 
on the Cr. (payments) side of the Cash Book. As contra account 
items have been already explained, they will be omitted in the 
explanations that follow. The first item calling for attention is the 
one on January 14th—a share investment in the C.W.S. Ltd. In 
the Investments Ledger a page must be assigned to “ C.W.S. 
Ltd.—Share Investments,’ and this account must be debited 
with £100, the appropriate reference numbers being entered in 
the Ledger and the Cash Book. The next entry to be noticed is 
the repayment of £5 share capital to Frank Wood on January 19th. 
This amount is debited to Frank Wood’s account in the Share 
Ledger. 

This completes the examination and posting of the Cash Book 
items to the various Ledgers, as the item of £1 for cheque book has 
already been entered in the Invoice Analysis Book. 
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POSTING THE IMPERSONAL LEDGER FROM THE 
INVOICE ANALYSIS BOOK. 

In an earlier chapter, illustrations were given of journalising, to 
show that each debit has a corresponding credit, and, vice versa, 
that each credit has a corresponding debit. In Chapter VII. we 
went a step further and showed that, so far as purchases are con- 
cerned, time and labour could be saved by debiting the Goods 
Account (or Purchases Account) with one item—the total purchases 
for the month—instead of each individual purchase. We have 
already made the entries for the personal side of the transactions 
of the Newway Co-operative Society for January, and we now 
have to make the debit entries of the expenditure as recorded in 
the Invoice Analysis Book. They are, of course, impersonal 
entries, and they have to be recorded in the Impersonal Ledger. We 
shall require a separate page for each of the classes of expenditure 
for which a column was allocated in the Invoice Analysis Book. 
They are :— 

Goods, 

Goods and stock charges, 

Selling expenses, 

Delivery expenses, 

Land, buildings, and fixtures charges, 
General charges, 

Investments Revenue Account expenditure, 
Final Revenue Account expenditure, and 
Capital expenditure. 

A page having been opened for each of these classes of expendi- 
ture, the totals of the various columns are entered in the appropriate 
account on the debit side. We have credited the sellers individually ; 
we have now debited the business with equivalent amounts. 

There are, however, one or two points to be mentioned before 
we have completed our task properly. It will be convenient, and . 
not difficult, in the case of the Investments Revenue Account and 
Final Revenue Account to indicate the nature of the expenses 
which make up the total expenditure under these headings. The 
information will be required for balance sheet purposes, and can 
be conveniently inserted when entering up the account in the 
Impersonal Ledger. The point is illustrated in the Investments 
Revenue Account charges given on page 136, and in the Investments 
Revenue Account included in Chapter XIII. 


We may also take advantage of the opportunity afforded by 
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our posting of the capital expenditure to point out that we may 
Open separate accounts for different classes (if any) of capital 
expenditure. Thus we may desire to keep separate records of the 
value of the shop and of the fixtures, for it is a general practice to 
depreciate these assets at different percentage rates upon their 
original value, and if the original values are not separately recorded, 
the determination of the amount to be allowed as depreciation in 
each case will not be easy. In a larger society, with a separate 
Analysis Book for capital expenditure, separate columns will be 
provided for the various classes of capital expenditure—land, 
buildings, fixtures, machinery, rolling stock, etc. For the time 
being we can adopt the simpler method of recording capital 
expenditure mentioned above, which is sufficient for small societies 
where the entries are few in number. (See also the Land, Buildings, 
and Fixtures Capital Account on page 136.) 

The Impersonal Ledger Accounts, when completed, will appear 
as shown on pages 135-137. 


THE COMPLETION OF THE POSTINGS 
FROM THE JOURNAL. 


In Chapter XI. the Journal entries necessary to record the 
adjustments at the end of the month were explained, and they 
were entered in the Journal. Some of these Journal entries were 
then transferred to the Invoice Analysis Book, and their amounts 
were included in the column totals that have been posted in this 
chapter to various Impersonal Ledger Accounts. There remain, 
however, some of the entries in the Journal still to be posted, and 
these now claim our attention as being the last of the postings to 
be made in the Ledgers. We shall explain the entries in turn, 
referring to them by the numbers given them when illustrating the 
Journal in Chapter XI. As mentioned on page 17, entries posted 
from the Journal to the Ledger are entered on the same side in the 
Ledger as that upon which they appear in the Journal. Dr. entries 
in the Journal appear on the Dr. side of the Ledger, and Cr. entries 
in the Journal appear-on the Cr. side of the Ledger. The Journal 
only states which is the Di. side and which is the Cr. side of each 
transaction. ‘The Ledgers record the two sides of the transactions. 


Item. 

(1) This debit entry has already been dealt with by an entry in the Invoice 
Analysis Book. 

(2) This is the credit entry to No. 1. We must open a Ledger Account for 
“ Share Interest due to Members,” and credit the account with the Line 
In the small society we shall probably find it most convenient to 
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Item. 
assign a few pages in the Impersonal Ledger for this and similar 
accounts, which are in the nature of Suspense Accounts—accounts of 
a temporary nature. The treatment of these accounts for balance 
sheet purposes is explained later in this chapter, and their treatment 
after the balance sheet has been prepared is explained in Chapter 
XIV. 

(3) This item represents interest earned but not yet credited to the society 
by the C.W.S. Although it is not desirable to debit the C.W.S. with 
the amount, the society is entitled to allow for the £1 in its accounts, 
and will open an Accrued Interest Account in the Ledger (Impersonal 
Ledger in the small society, for reasons given above), and debit this 
account with the amount. It will eventually appear in the balance 
sheet as an asset. 

(4) This item has to be credited eventually to the Investments Revenue 
Account, and may be entered directly in that account, or, preferably, 
in an ‘“‘ Interest Receivable Account,’ from which it will be transferred 
at a later stage, with any other items of a similar nature, to the 
Investments Revenue Account. 

(5) This has already been entered in the Invoice Analysis Book (Land, 
Buildings, and Fixtures Charges). 

(6) For this entry an account must be opened for Sundry Accounts Owing, 
and the account must be credited with £1. 

(7) This item has already been entered in the Invoice Analysis Book (Land, 
Buildings, and Fixtures Charges). 

(8) The Shop and Fixtures Account in the Impersonal Ledger (or the two 
accounts if the shop and fixtures are recorded in separate accounts) 
must be credited with this amount of £1. The book value of these 
assets is reduced by the amount thus written off as depreciation. 

(9) This item has already been entered in the Invoice Analysis Book (Land, 
Buildings, and Fixtures Charges). 

(10) This item can be credited direct to the Investments Revenue Account, or, 
preferably, as in the case of item 4, to the Interest Receivable Account 
in the first place. 

(11) This item has already been entered in the Invoice Analysis Book (Goods 
and Stock Charges). 

(12) This item for interest on stocks should be credited to Interest Receivable 
Account in the same way that the interest charged on buildings, 
etc., was credited to it in the case of item 10. It will eventually be 
credited to the Investments Revenue Account. 

(13) This item has already been entered in the Invoice Analysis Book (Selling 
Expenses). 

(14) This item should be credited to Accounts Owing, as was item 6. 


With the posting of these items from the Journal, the whole of 
the Ledger entries have been made, and the next step is to ascertain 
their accuracy as far as that ascertainment is possible. For this 
purpose a trial balance must be prepared, and the trial balance 
will engage our attention in the next chapter. It only remains, 
therefore, as a completion of this chapter to show the accounts in 
the various Ledgers as they will appear at this stage when all the 
postings explained in this chapter have been made.* 


* In some cases instead of posting merely the total of the column of the Invoice Analysis Book 
we have entered the amounts making up this total as being helpful information; but the total of each 
column is sufficient and complies with the rule. 
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SUMMARY. 


The entries in the books of primary entry are posted from these books 
to Ledger Accounts. These Ledger Accounts are of different classes, and in 
large societies separate Ledgers are kept for each class of Ledger Account. In 
smaller socteties, the expense and inconvenience of handling a number of 
Ledgers can be avoided by keeping more than one class of Ledger Account in 
one Ledger. In the Newway Co-operative Society the Ledgers employed are :— 


(1) The Personal Ledger, for recording the personal side of the purchases 
and expense transactions. 


(2) The Impersonal Ledger, for recording the Purchases Account, Sales 
Account, and other nominal and real accounts. A separate 
section of the Ledger can be assigned for the Capital Expenditure 
Accounts. 


(3) The Share Ledger, for recording each member’s Share Account. 
(4) The Investments Ledger, for recording the investments of the society. 


These Ledgers are posted from the Invoice Analysis Book (or the invoices), 
the Cash Book, and the Journal. 


The personal entries relating to the invoices for goods and expenses can 
be entered direct into the Personal Ledger, or entered first in the Invoice 
Analysis Book and thence to the Personal Ledger. In entering the Personal 
and other Ledgers, the account in which the corresponding entry is to be 
found will be entered in the narration column. 


In posting the invoice amounts to the Personal Ledger, the entries are 
made on the Cr. side of the Ledger, because the various firms are creditors 
of the society for goods supplied or services rendered. 


When the items in the Cash Book are being posted to the Persona! Ledger, 
they will be posted to the side opposite from that on which they appear in the 
Cash Book. As the items will usually be payments of accounts, and therefore 
on the Cr. side of the Cash Book, they will be posted to the Dr. side of the 
Personal Ledger, and, rightly, will represent the payee (i.e., the firm to whom 
the amounts have been paid) as a debtor of the society for the amounts paid. 


The same general principle is followed in posting the remaining Cash 
Book items to the Impersonal Ledger, the Share Ledger, and the Investments 
Ledger, viz., the items on the Dr. side of the Cash Book are posted to the 
Cr. side of the Ledger Accounts; and the items on the Cr. side of the Cash Book 
are posted to the Dr. side of the Ledger Accounts. There is no posting of items 
which have a contra entry in the Cash Book itself. 


In posting the Invoice Analysis Book, the totals of the nine analysis 
columns are posted to the debit of the accounts corresponding to the name 
given at the head of each column. 


The items in the Journal which were entered in the Invoice Analysis Book 
have now been posted to the Ledgers through the posting of the columns 
totals to the Impersonal Ledger; and the remaining entries in the Journal 
are now posted to the appropriate Ledger Account. It must be remembered 
(as mentioned on page 17) that items from the Journal appear in the Ledger 
on the same side, i.e., Dr. entries in the Journal become Dr. entries in the 
Ledger, whilst Cr. entries in the Journal become Cr. entries in the Ledger. 


When all these entries have been made, the Ledger entries are complete; 
and the next step is the preparation of the trial balance and the balance sheet. 
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QUESTIONS AND EXERCISES. 


1. What is the difference between a Personal Ledger Account and an 
Impersonal Ledger Account ? Give two examples of each. 


2. From what sources are the entries in the Personal Ledger Accounts 
made in a business which buys and sells on credit ? Give an example of a 
Personal Ledger Account and indicate the sources from which the entries 
would be derived. 


3. To which sides of the Ledger Accounts are the Dr. and Cr. items in the 
Cash Book posted, and why are they posted to these sides ? 


4. In what class of Ledger Account—Personal or Impersonal—should each 
of the following items be found ? Give reasons for your answer in each case :— 
Goods sold during the month. 
Wages paid. 
Paid £10 for goods to C.W.S. Ltd. 
Bought a new machine value £100. 
Share interest for quarter, £30. 
5. Where would you expect to find the two entries making the double entry 
for each of the following transactions ?>— 
Jan. 1.—Share capital received from A. Lord, £10. 
» 2—Bought goods from C.W.S. Ltd., £50. 
» 6 —Paid C.W.S. Account, £50. 
,» 8—Bought new machine from C. D. and Co., £200. 
s, 9.—Paid wages, £20. 


6. Where are the entries posted from the Journal, and on which side of 
the Ledger Account do the items eventually appear ? 


7. What are the two Ledger entries required to complete the double entry 
in the case of :— 
(a) A depreciation charge against buildings amounting to £20. 
(b) Carriage on goods inwards amounting to /4. 
(c) Share capital received from members. 
(d) Goods value £20 received for which no invoice has been received. 
(e) Interest charges on stocks amounting to £5. 


8. On which side of the Investments Account would you enter a with- 
drawal of shares (£50), and why would you enter it on this side ? 


9. If discount columns are employed in the Cash Book, to which side of 
the Ledger Account should the totals be posted ? Give reasons for your answer. 


10. Where is the double entry record of bank charges made ? Where 
would the two sides of the transaction be entered in the case of bank interest ? 


11. What differences would you expect to find between a small society and 
a large society in regard to the Invoice Analysis Book ? 


12. Prepare :— 


(a) A Share Ledger Account for John Jones, showing contributions 
£20 and withdrawals 1. 

(6) A Machinery Account showing machinery value £500 and 
depreciation £10. 

(c) The Personal Account of John Jones in the books of A. Bee 
and Co., recording purchases by the former from the latter 
of goods value £30 and the payment on account thereof of £10. 
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CHAPTER XIII. 


THE TRANSACTIONS OF THE NEWWAY 
CO-OPERATIVE SOCIETY LIMITED.—continued. 


(3) THE TRIAL BALANCE AND BALANCE SHEET. 


What is the Trial Balance and what is its Utility ? 


HE trial balance is a summary of the Ledger Accounts or 
of the balances of the Ledger Accounts. If the entries 
have been correctly made—if every debit has had its 
corresponding credit and every credit has had its corresponding 
debit—the total of the Cr. entries and the total of the Dr. entries 
should agree. The trial balance shows whether these totals do 
agree or not. This agreement is not a finally conclusive proof 
that all the entries have been correctly made. If a Dr. entry has 
been entered as a Dr. entry but in the wrong account, there will 
still be agreement between debits and credits, and the error will 
not be revealed by the trial balance. ‘This limitation of the value 
of a trial balance should not be overlooked. 


To prepare the summary which constitutes a trial balance, each 
Ledger must be gone through and all the accounts must be 
examined. ‘There are two forms of trial balance—the full trial 
balance and the skeleton trial balance. The full trial balance 
includes the total of the Dr. and Cr. sides of every account, whilst 
the skeleton trial balance is a summary which includes only those 
accounts in which there is a balance, the accounts in which the 
“Dr. and Cr. entries are equal in amount being thus omitted. In 
both the full and the skeleton trial balances it is possible to list all 
the accounts separately or to summarise many of the items first 
and enter only the summarised total of these accounts. For 
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example, each shareholder’s account might be included in the 
trial balance, but the entry of each account would be a big task, 
making the trial balance a very long one; and it is preferable to 
list the shareholders’ accounts on a separate sheet and include in 
the trial balance only the total. Similarly, the creditors’ accounts 
can be entered individually in the trial balance, but it is usual to 
summarise them first and include only one item, “ Sundry 
Creditors.” ‘The trial balance being only a summary and not a 
double-entry posting, the items appear in the trial balance on the 
same side as in the Ledger. If the Dr. side of an account is greater 
than the Cr. side the balance is a debtor balance, and in the 
skeleton trial balance this balance must be entered in the Dr. column.* 
When the Ledger Account is being balanced the amount of the 
balance is, of course, first entered on the Cr. side and then carried 
to the Dr. side of the same or some other account. 


It is an advantage to prepare a trial balance before commencing 
the preparation of the balance sheet. Any errors or omissions in 
posting will then be revealed by the trial balance. The trial 
balance is also helpful in building up the accounts of the balance 
sheet; and in examinations the student is frequently given a trial 
balance and asked to prepare a balance sheet from it and supple- 
mentary information that is given. A trial balance can be prepared 
before the various adjustments are made at the end of a trading 
period, and this procedure is wise. If this trial balance balances, 
any subsequent errors must arise through the adjustments. 


The Full Trial Balance. 

For the purpose of illustrating a full trial balance, showing all 
the individual Ledger Accounts, we may take the Ledgers of the 
Newway Co-operative Society, outlined in Chapter XII. We 
must not forget that the cash columns in the Cash Book are a 
Ledger Account of the cash department, and the bank columns 
in that book are a Ledger Account of the bank transactions. We 
may begin with these items and then examine the various Ledgers 
in turn, going through them carefully to make sure that every 


* This is a departure from the method adopted in the previous text-book in Co-operative Book- 
keeping, but is in line with the methods taught in al! other text-books, and it is, in the author's opinion 
the correct method, : 


CO-OPERATIVE SOCIETY LIMITED. 


143 


account is entered. Working on these lines our trial balance at the 


end of January should appear as follows :— 


NEWWAY CO-OPERATIVE SOCIETY LIMITED. 
FuLL TRIAL BALANCE, JANUARY 307TH, 1926. 


Ledger Account. Folio Dy. Cr 
fee Sa ads 1 Ss Gh 
Cashes Book gn Cas leer -acemc oe teraate cae CrB al 1055 0 0O|| 1013 0 O 
UB aan leeenarav ce eiiesseee sete oeslece CEBat 980 0 0O Ror? (0) 
Imp. Led 
jorayeysreNeratalll SSBWS. wesnooudaocsodoosdnospdny te Po creas 5300 OmnO 
Ledger. PME ChHasesnceseet eso snes 2 6227 005 ieemese ee 
G. and S. Charges......... 3 Do Oye Qh geet 
Selling Expenses .......... 4 194 0280) lige 
Delivery Expenses ........ 5 ae) (|| ee 
ign B, aud i= Charges... 6 Os Oe || eee 
Generali@harcesm-otescee 7 Oia Oat O's ieee see 
Investments Revenue 
Account Charges ...... 8 ae) as Os ese cee 
L., B., & F. (Capital A/c.) 10 Fi O @ 1 O @ 
Interest Receivable A/c. 1S EO Saree 3 @ © 
Share Interest due to 
Miembenseccnuawee clestdeoes's 1D) || we Sakeas De ey 
Accrued Interest Account 13 Lee: Ole Oh ieee cece 
Sundry Accounts owing.. TA OSA we eases G6 ® © 
Investments Inv. Led. 
Ledger. TE VEStMeNTS epee nse ea: it KO Oy MO Secess 
oh. Led. 
Share Cl JOnes i isea stosaies sasinetes [een ere = te 155 0 O 
Ledger. TR ViOO Clmeer reece te te tiscrnsee 2 SO @ G5 O- © 
Tee (Oyerakerale sachoeee conoannganer Bye ll aaa mete als) 0) 
We, Balt C Ge eucrc cose e.<iar pe ne ace SOO 
eC ae ee | ea oe 25.0 0 
AEP OLIIEtEMe ec nen es cece nase Cie Pee wee sy 0) 0) 
Ke BOW. case enwerentesecece Jette) Gere l8 5a O10 
Other Shareholders ....... SIMO | saeaee 200m OmnO) 
Pets. Led. 
Personal rolever I Grey Pe snonpencneeontaE 1 200 0 0 200 0 O 
Ledger. (CASS), IEC seacucscapendage 2 400 0 O 520 0 0 
Smith and Brown ......... 3 60 0 0O 0 0) ©) 
Green and Black sn... +.. 4 KH Oe XO 0) 0) 
WAKA Ekavel (Cols La seecounodode 5 i) @ © TOMS OO) 
Wie! ebavel Qo. secuecosodcuc 6 0) LO ORO 
ipyeetyal enavohCley, paereeeonncen Wf KO @ © ZOO MeO 
PAVeS Tad {lamer teras eidicte ecctsejeaieye cis 8 5S O © Hy @ @ 
L. M. and S. Railway... $) 2% 0° @) x © 
Co-operative Insurance 
Soeeigy Witéls coconosoqse0 10 = @ © e @ 
(ong aoreNOONN< cac.c0duer sndou: 11 2 OmO re KO 0) 
POS ta Ot CO saeacns ene s << isee 12 i @ @ ib OO 
St aitieeeree es ceeren dees scanesee 13 A OG PAL (O10) 
£3801 0 O £3801 0 O 
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We may now proceed to prepare a full and skeleton trial 
balance, with the Share Ledger Accounts and the Personal Ledger 
Accounts summarised. The following are the trial balances in 


the new form:— 


NEWWAY CO-OPERATIVE SOCIETY LIMITED. 


TriAL BALANCE, JANUARY 30TH, 1926. 


TEDeEE UNECOUNTE eae Fuii TRIAL BALANCE. SKELETON TRIAL BALANCE. 
Dr. Cr. Dr. Cr. 
sade Le Side S. dt 4s. a 
(CRG cagasascnoaonae dena monn ceconouete C. Bet 1055 0 0}; 1013 0 0 42, 10 (O'))  Vveases 
Bank ye 06 Cr Bol 980 0 O 827) 0950: 153) 107 0 aes 
Salestsescseser AMEND aot oad toe) eee ree, 530 Om 10a Sepasenes 530.0) 40 
IPUTCHASES eas casueceneneesnwesiae ree 6225 50) (OG e Sere 622) 0, Oa eeeeee 
Goods and Stock Charges ... fara v4) OM Wiel) Garcec 2 OP OU Tears 
Selling Expenses ........... ae es 19% (00 2040) eects 19 OO) | ase 
Delivery Expenses ....... “2 SB Gn. a eae ao JO Od) ee 
Land, Buildings, and 
Chargesicererosacceses ee 27 ATO Oa Me met 270) Ol Baaeres 
General Charges saics.cersensecssss Se ele 19) O05) etree 19s 20> 00) Sarees 
Investments Revenue Account 
(Chare 6Stsnnacesanderacsecces deste re DOOM pescues 27 0) (Oy) es 
Final Revenue Account Charges re: a ce | Ar | a or Hh cc 
Land, Buildings, and Fixtures 
(Capital Accoumt)-c7.2c..0cs+-0 to) 2101-0: XG 1:0; 10) 209: 105 JO. sence 
Interest Receivable Account..... ry She Reece ee oO (ON eee 3 OF 0 
Share Interest due to Members.. fee! a a ee Z OF MON ~Teesce 20) 8) 
Accrued Interest Account ....... a eo Te Oy Ol) eee ess | HOU ON ieee 
Sundry Accounts owing ......... vat. Eth espa GO Of sce 6 070 
C.W.S. Share Investment ........ Inv. L. 1 TOO Or ON cecen 100" 0.0} Sana 
Sundry Shareholders .............. Seal lOz 5 0) 0 $25 OG cased 520 0 0 
Sundry Creditors... oocn-cecsss-ress Pers. L. Zod 10F ON 2894 5 OO Vays case 140 0 0 
LOTALemene tone £3801 0 0 |£3801 0 O /£1201 O 0 /£1201 0 0 


THE BALANCE SHEET. 


As was explained in Chapter VI. (page 53), the balance sheet 
contains the following essential accounts :— 


1. Cash Account—showing receipts and payments. 


2. Revenue Account—showing the revenue 


income and 


expenditure, and the results of the society’s business 
The account is divided into— 


operations. 
(a) Trading Account. 


(6) Investments Revenue Account. 
(c) Final Revenue Account. 


3. Statement of Liabilities and Assets. 


A fourth account—a Disposable Balance Account—is added for 


the information of members. This account is divided into two parts. 
It shows in its first part how the society’s surplus at the date of the 
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previous balance sheet was disposed of, and in its second part 
the balance of surplus available at the date of the current balance 
sheet. Where a society has an educational fund, a separate account 
is kept for this fund, but it is distinct from the other accounts, and 
an explanation of the account can be conveniently left to the second 
part of this book. We will, therefore, now proceed to the preparation 
of the Cash Account, Revenue Accounts (i.e., Trading Account, 
Investments Revenue Account, and Final Revenue Account), and 
the Statement of Assets and Ljabilities, and afterwards prepare a 
Disposable Balance Account. 


CASH ACCOUNT. 


The group headings for the Cash Account are given in Chapter 
IV (page 32), and for purposes of reference when deciding the 
correct group for any doubtful receipt or payment a list of the 
items likely to occur in a society is given in an appendix, where 
a complete form of a Standard Balance Sheet in blank is given. 
The group headings are:— 


Capital Account, 

Sundry Items, 

Trading Account, 

Investments Revenue and 

Final Revenue Accounts, 

Disposable Balance Account (for payments). 


If the receipts and payments, as shown in the Cash Book, are 
summarised under these headings (contra entries may be ignored) 
they will be found to result in the following statement :— 
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CASH 
Dr. January 
RECEIPTS. Se. al £ s. d. 
Capital Account. 
To Contributions— 
SIRES sone nuodudcasncanbpencpossocotndNSsBD200000 220 OO 
Be Fh co ngocdocconcndbcctobcbacdconendacanonetncccedes||  -—- abedes 
Savings-BatiiesDe posits ccssnsesssteceaeecescs ce -] mn se scee 
525 0 0 
Sundry Items. 
INIT Pi ny og Dg oes cece 
Trading Account. 
PLD ALES 3 GOOGS) ie emnsecciacterctice sirijsiae + ostels eiscicieelst iar 530 0 O 
Fee age MMUNATICS) sane ccrsovaaaccocncrastinctuescentecsccel mune Mateos 
pe Dividendson Burchasesss-ceacascesceseetasnenceose| mietttee 
530 0 0 


Investments Revenue and Final 
Revenue Account. 
Nil. 


£1055 0 0} £1055 0 0 
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ACCOUNT. 
30th, 1926. Cr. 
PAYMENTS. Ls fs. da 
Capital Account. 
By Repayments— 
SH ATE Smematcteeastieciesee een seleninnictescit cae uesciciewn ics 5 0 
OATS waseraceinue se eseccens «onc tiasniamenekewecsesel) Wl paebees 
SAVINGS Ban ktceesessee ee esae ss meeecneesnarsecenec|le  Meccees 
Capital Expenditure. aay 
peelzanduattGe Buicimesmacterscass cose scees esses ers 200 0 
ELEC SOLO CK Ime auch einer st scccscus ysnseeiniessseoe 10 0 
see 210 0 0 
Share and Loan Investments. 
PME OULAT CSE trccentnr nee cetisaersnteceascaacnaneatasssmens 100 0O 
100 0 0 
Sundry Tiems. 
aE I ee ee ere 
Trading Account. 
RAE (SOOUS selene idawsiceseiteeaictsioseMeeesiScls'sessisvisieros nsiesit 482 0 
gy | NURS) cco cccoorenodcadeoridads Sepeepons SearBopsodoasads Bl Ww 
, Other Expenses chargeable to Trade............ 42 0 
—— 545 0 0 
Investments Revenue and Final 
Revenue Account. 
Ni Or eRe: RUM decsscc ar gece) Scdewess 
‘GNaygall Teyana ss Guodecuanbosoauansosodndd 860 0 860 0 0 
ay (GAS TiN INBEV! Capnéoe cocincadonuedeeoonatobeoden ae edeer 42 0 
MEE ACE Dailicmepmericecceessscesonsoscscsserensosese 153 0 195 0 0 
£1055 0 £1055 0 O 
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In making out the foregoing summary it is not difficult to 
classify the receipts of the Newway Society, for they fall into only 
two groups—share contributions and sales of goods. The payments 
fall into a larger number of classes. The £5 repaid to F. Wood is 
clearly a repayment of shares. The payments to Wood and Co. 
(£10, January 6th) and John Lord (£200, January 8th) are clearly 
payments on account of capital expenditure, and are so classified 
in the Cash Account. The £100 invested in the C.W.S. as shares 
clearly finds its proper place under the heading Share and Loan 
Investments. ‘The £482 recorded as payment for goods, the {21 
for wages, and the £42 for other expenses, are made up as follows :— 


Goods. Wages. Other Expenses. 
£ £ £ 
jane Li CWS itd estes 80 Jan. 13....4 Jan. 4.—Cheque Book.. 1 
» 11—Smith & Brown 40 se PAU Mags » 7—Brush & Co.... 20 
» 11—Green & Black 20 PE sigewn: » 20.—C.W.S. Ltd. ... 10 
» 11—Wren &Co..... 10 bn BD bce: 5 28: GLE Si awseeene 3 
5) lop CWS) tds... 100 », 28.—A. Smith........ 5) 
20.—C.W.S. Ltd...... 100 f ,, 30.—Corporation.... 2 
20.—Smith & Brown 20 ,, 30.—Post Office .... 1 


96—C.W.S: Lid... 110 
93-1. M.&S Ry, 2 


(482 eae (42 

There are no recorded payments relating to the Investments 

Revenue Account or Final Revenue Account; and with the 

inclusion of the cash in hand and at the bank on the Cr. side, the 
two sides of the Cash Account can be totalled and finished off. 


REVENUE ACCOUNTS. 
(1) Trading Account. 

This account is built up on the Dr. side from the six groups of 
expenditure explained in Chapter XI. and XII. Separate columns 
were provided for them in the Invoice Analysis Book, and the 
total of each column was posted to a special account in the 
Impersonal Ledger. The six accounts thus debited are now closed 
by a transfer to the Trading Account. ‘The entry will be inserted 
on the Cr. side of these accounts ‘“‘ By Transfer to Trading Account,”’ 
or, simply, “ By Trading Account,” the amount will be entered 
in the cash column, and both sides of the six accounts will then be 
totalled and ruled off. 

The entries in the Trading Account will be “To Goods,” 
“To Goods and Stock Charges,” etc., as shown in the Trading 


CO-OPERATIVE SOCIETY LIMITED. 149 


Account which is given below. ‘The sales must, of course, 
also be entered in the Trading Account, on the Cr. side. The entry 
is derived from the Sales Account in the Impersonal Ledger. This 
account is closed by an entry on the Dr. side “‘ To Transfer to Trading 
Account, £530,” or simply “ To Trading Account, £530.” There is 
still another item to be entered on the Cr. side of the Trading 
Account—Stock on hand at the end of January, stated to be worth 
£200. This amount is entered,* the two sides of the Trading Account 
are totalled, and the total of the Cr. side is found to exceed the 
total of the Dr. side by £36. This is the surplus which in 
non-co-operative businesses is termed “ profit,’ but is wrongly 
termed “ profit’ in a Co-operative Society. The amount of this 
surplus is entered on the Dr. side of the Trading Account and 
credited to the Final Revenue Account, thus completing the double 
entry. The following is the Trading Account when completed :— 


Dy TRADING ACCOUNT. Cr. 
ese cds, | Soe 
to Goods, including Carr.|.622 0 C || By Sales «................0006 530 0 0 
,, Goods & Stock Charges Zee O » stock on hand, Jan. 
» welling Expenses ...... Sy ur © SOE MLOZG Me sessr sere 200 0 0 
,, Delivery Expenses .... sy MO) 
,, Charges for Land,| 
Buildings, & Fixt’s| 
used in Trade ....... 2 een) 
pe Getieral Charces .cescc LO OO 
,, Balance—Surplus, 
transferred to Final 
Revenue Account..... 36 0 0 
£730 0 0 £730 0 0 


In some societies it may be desired to show in the Trading 
Account the nature of each expense, and the amount of it, which 
goes to the making up of the group totals included in the Trading 
Account. The information is available in the Ledger Accounts, 
prepared as explained in Chapter XII, if the society desires to 
publish it and has prepared the necessary accounts.f The society 
may alternatively, or in addition, desire to publish a statement of 
expenses recorded according to their nature. This subject is dealt 


* On the Cr. side. The corresponding entry is a Dr. entry, included armong the assets in the 
Statement of Liabilities and Assets. 


+ A balance sheet in blank showing the details of entries under each group heading in the Trading 
Account is published by the Co-operative Union. See also Standard Co-operative Book- keeping, 
Part II. 
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with in Chapter VIII., and is further dealt with in Chapter Xie 
A specimen statement, in blank, is shown in the balance sheet in 
blank which is included as an appendix at the end of this book. 


We have dealt in these accounts with a society just commencing 
business, and therefore without any stock of goods on hand at 
the beginning of the trading period. In a subsequent trading 
period the society would have stock on hand at the commencement, 
and the Dr. side of the Trading Account for that period would 
commence with an entry of “‘ Stock on hand at commencement.” 


(2) Investments Revenue Account. 

The Ledger Accounts containing amounts that have to be 
posted to this account will be closed by a transfer, as were those 
relating to the Trading Account. They are, in the Newway Society, 
the Investments Revenue Charges Account and the Interest 
Receivable Account; and after these two accounts have been closed 
by transfer to the Investments Revenue Account, the latter account 
will read :— 


Dy. INVESTMENTS REVENUE ACCOUNT. Cr. 
Jes. ale TIES NG. 
To Interest for month on By Interest & Dividend ; 
DHATEST: res srotaees sone 20 310 receivable on Share 
», Balance (Surplus), Investments ......... i yO) 
transferred to Final ,, Interest chargeable to 
Revenue Account... il @ @ Trade Account— 
(a) Buildings, etc. ... LO) 
(6)) Stocks) ete... -.-.: 1 tO mRO 
SOO) Hey Ay (0) 


The balance (surplus) is inserted on the Dr. side of the Invest- 
ments Revenue Account and credited to the Final Revenue 
Account, 


(3) Final Revenue Account. 


As there are no items of Final Revenue Account expenditure 
or income in the transactions of the Newway Society, the only 
items to be included in this account are the balances from the 
Trading Account and the Investments Revenue Account. ‘These 
balances being entered on the Cr. side, the entry of the balance of 
the account is completed on the Dr. side preceded by the words 
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“To Balance Disposable carried to Disposable Balance Account, 
Part B.”’ The account will therefore read:— 


Dy. FINAL REVENUE ACCOUNT. Cr. 
fe Semele sy ds oS. id Samal 
To Balance (Net Surplus) By Net Surplus from “ 
carried to Disposable Trading Account...| 36 0 0 
Balance A/c., Part B} 37 0 0| 37 0 0 ,, Net Surplus from In- 
vestments Revenue 
ACCOMM Gsceerearer cin: 10> 037 0) 0) 
E37 = OOM CS7a 0 0 ny, (O Oley? O O 


Disposable Balance Account. 


The Disposable Balance Account is not an indispensable account 
in the balance sheet; its functions can be performed by other 
accounts; but it is a convenient account for the purposes it is 
designed to meet. These purposes are to show the balance 
disposable at the end of the current period and the actual disposal 
of the balance that was disposable at the end of the previous 
trading period. ‘The account is presented in two parts. Part A 
shows the disposal of the balance disposable at the end of the 
previous trading period, and Part B shows the figures necessary 
for the ascertainment of the balance disposable at the end of the 
current period. It will be convenient to examine Part B first. 
This part of the account brings together the balance of the Final 
Revenue Account and the balance of any undistributed surplus 
brought forward from the previous trading period. Beyond these 
items there are only two others, and these are really the same item 
‘ entered on both sides, viz., share interest. This share interest 
has already been debited to the Investments Revenue Account, 
but share interest is a payment to the members of the society, 
and they, as owners of the business, have no right to pay themselves 
this interest unless there is a surplus over and above the cost of 
goods and expenses. In other words, share interest is a part of the 
surplus, just as dividends are a part of the profit in a joint stock 
company. It is therefore necessary on technical grounds to show 
this allocation of interest as a distribution of the surplus. This 
purpose can be best achieved by crediting to the Disposable Balance 
Account the amount of share interest already debited to the Invest- 
ments Revenue Account and then debiting the Balance Disposable 
Account with the same amount. ‘The amount has already been 
credited to an account ‘‘ Share Interest due to Members,” and this 
will appear as a liability in the Statement of Liabilities and Assets. 
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Part B of the account will therefore appear as follows :— 


Dr. DISPOSABLE BALANCE ACCOUNT. Cr. 
Part B—CurrEentT PER1IOD—AVAILABLE BALANCE. 
fe 185 || fai, ; ES aa hese 
To Appropriation for Share By Net Unappropriated 
Interest for Half Balance brought 
Year, as per In- forward from last 
vestments Revenue Account, as per 
ACCOUNE ve cee ecscacnes CES OR (01h Pant Alcascedcerrsecscli matcncces 
», Balance disposable | », Balance (Surplus) from 
(after making ap- Final Revenue A/c.| 37 0 0 
propriation for » Share Interest, as 
Share Interest, as charged to Invest- 
per Statement of ments Revenue 
Liabilities and] 37 0 0} 39 0 O ACCOUNE s.essescecacues 2) 10) (Oh) 39) 20G 
IASSGtSummvesecessstseses 
£39 0 0 £39 0 0 £39 0 0|£39 0 0 


Recommendations are made to the members regarding the 
disposal of the available balance, and a copy of a suitable form of 
statement embodying the recommendations is given in the appendix 
containing a complete balance sheet in blank. After the recom- 
mendations have been approved by the members in general 
meeting and have been carried out, the distribution thus approved 
and carried out is recorded in the next balance sheet in Part A 
of the Disposable Balance Account, which takes the following 


form :— 
DISPOSABLE BALANCE ACCOUNT. 
PART A—DISPOSAL OF BALANCE AVAILABLE AT END OF LAST 
Dy. HALF YEAR. Cr. 
é psn da iis. @ £ is. (Gilne some 
To Allocations— By Balance disposable, as per 
@® 8 ( Divid. to Members......| ...... last Balance Sheet...) ...... 
Age ee Non-memb’rs|_...... » Appropriation from— _ 
Hg (Bonus to Employees ..| ..... ied ee eee 
a Reserve! Fund! jawccsccceil! pean 
Sib. e(iDividwon: Purchases cai ere2o00 |||) wt oy|| mn a lee cel 
ast) _ Wages jiaccence| | cecces | 
fag Bs Capitals. cadlltrcscee 


*Education Fund......... 
Charitable Donations .. 
Special Depreciation ... 
General Reserve Fund 
Dividend Equalisation 


Other Allocations 


(to 
be stated)— 


Balance 


ted 
carried forward to Part 
B of Account 


», Unapprop 


* Where Appropriated from Trading Surplus. 
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Statement of Liabilities and Assets. 

We have now reached the final account of the balance sheet, 
viz., the Statement of Liabilities and Assets. The Ledger Accounts 
which supply the data for this statement are not closed by a 
transfer, as were the accounts that appear in the Trading Account. 
Instead, the accounts are balanced, the balance is inserted on the 
lesser side and then carried down to the opposite side to serve as 
the initial entry for the subsequent period. These balances 
represent either assets or liabilities and may be incorporated in 
the Statement of Liabilities and Assets in the form recommended 
in the Standard Balance Sheet. The whole of the items that may 
occur in a large society have not occurred in the Newway Society, 
and for the information of the student a form of Statement of 
Liabilities and Assets, including all probable items, is given in the 
appendix containing a complete balance sheet in blank. The 
Statement of Liabilities and Assets of the Newway Co-operative 
Society is given at the end of this paragraph. It will be noted 
that the stock on hand, valued at £200, which was credited to 
the Trading Account, is now debited to the Statement of Assets. 

One matter may trouble the student. The Dr. items appearing 
in the Revenue Accounts appear on the left side of the account 
and the Cr. items on the right side; but the Dr. items—the Assets— 
appearing in the Statement of Liabilities and Assets appear on the 
right side and the Cr. items—the Liabilities—appear on the left 
side. 
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NEWWAY CO-OPERATIVE SOCIETY LIMITED. 


STATEMENT OF LIABILITIES AND ASSETS, AS AT JANUARY 30TH, 1926. 


LIABILITIES. Lin Soman) femescde ASSETS. Ess tai ee Sisemict 
1. Shares— 1. Stocks— __ 
Withdrawable (a) Trading Stocks. 
Shares\.....-..s) 520) «0 0) 520 0!) 0 (6) Expenses Stocks Oya) 
2. Loans, ete-—Nil |  ...... 2. Property— ' 
i Land and Buildings 
3. Various Liabilities— _used in Trade..... 
Creditors for Goods} 140 0 0 Fixtures and Fit- 
Other Amounts tN GS) ences ceeceasod 0 0 
OWING .....000e000s 6 0 0 ———— — 
Amount appropri- 
ated for Share 3. pee er 
Interest not yet ares— 
credited to Share I. & P. Societies.) 100 0 0; 100 0 0 
Capital Account.. DANO On, 1480 70r| — 
4. Reserve & Insurance 4, Various Assets— 
Funds—Nil-......[ ese Accounts owing to 
Society for Goods} _...... 
~ —- Other Amounts 
Total of all pre- owing to Society} —....-- 
ceding Items.....|) 668 0 0] 668 0 0 Interest accrued ... O10 1 (10) 6 
Balance disposable, Total of all pre- 
as per Disposable ceding Items ...... 510 0 0] 510 0 O 
Balance Account, 
Part B, carried to £ 
next Half Year ..| 37 0 0] 37 O O Cash at Bank ....... 153. 10% 0 
Cash in Hand........ 42: 0 0") 19557010 
£705 0 0 |£705 0 0 £705 0 0(|£705 0 0 


With the completion of the Statement of Liabilities and Assets 
the whole of the accounts essential to the balance sheet have been 
explained and the balance sheet is complete. In order that the 
student may have a complete view of the Ledger Accounts and the 
balance sheet of the Newway Society at the end of January, when 
the Ledger Accounts have been balanced, the Ledger Accounts in 
their final form and the complete balance sheet of the Newway 
Society are given in an appendix. 


SUMMARY. 


The Trial Balance is a summary in Dr. and Cr. columns of the Ledger 
Account totals (Dr. and Cr.), or of the balances of the Ledger Accounts. If 
every Dr. entry has had a corresponding Cr. entry, and if every Cr. entry 
has had a corresponding Dr. entry, the total of the Dr. entries and the total 
of the Cr. entries should agree. If they do not agree, it is proof that an error 
has been made in posting the items to the Ledgers. Even if the Dr. and Cr. 
columns agree, it is not certain there has been no error. If an item has been 
entered on the right side of the account but in the wrong account, the error 
will not be disclosed by the trial balance. 


A trial balance can be prepared before the adjustments are made or after 
the adjustments have been made. It is well to prepare one before the adjust- 
ments are made, as mistakes made in the adjustments are then isolated. After 
the adjustments have been made, a further trial balance incorporating these 
adjustments can be prepared if thought desirable. A trial balance is often 
used in Book-keeping exercises for students to test their ability to make out the 
accounts of the balance sheet from the data therein provided. 
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Two kinds of trial balance can be prepared: a full trial balance and a 
skeleton trial balance. The full trial balance contains the Dr. and Cr. totals 
of all the Ledger Accounts (including the Cash Account and the Bank Account 
in the Cash Book), whether there is an outstanding balance or not. The 
skeleton trial balance contains the balances of those accounts in which the Dr. 
and Cr. sides do not agree in total. 


Another modification of the trial balance is to include for certain classes 
of Ledger Account only a summarised total, instead of the totals or balances 
of the individual accounts. Thus the balances of the Share Ledger Accounts 
can be totalled and entered as one item—‘ Sundry Shareholders,” and the 
accounts of the persons to whom money is owing for goods supplied, i.e., the 
creditors’ accounts, can be summarised and entered as “ Sundry Creditors.”’ 


The balance sheet contains three essential accounts: the Cash Account, 
the Revenue Account (which is sub-divided into Trading Account, Invest- 
ments Revenue Account, and Final Revenue Account), and Statement of 
Ifabilities and Assets. Another account usually included in the balance 
sheet is the Disposable Balance Account, which is divided into two parts. 
Part A contains particulars of the distribution of the balance available for 
distribution at the end of the previous trading period; and Part B includes 
the undistributed balance left after the distribution took place at the end of 
the previous trading period, and the balance of the surplus transferred from 
the Final Revenue Account for the current period. It also includes fshare 
interest payable to members, as this item is, legally, a distribution o the 
surplus. The amount of share interest is entered on both sides of Part B to 
maintain the balance of the account. Where a society has a separate educa- 
tional fund, an account of this fund is also included as a separate account 
in the balance sheet. 


The Cash Account included in the balance sheet is built up by summarising 
the various classes of receipts and payments under specified headings given 
in the Standard Balance Sheet, as outlined in one of the appendices. The 
balances of cash in hand and at the bank as shown in the Cash Account should 
agree with the balances of cash in hand and at bank as shown in the Cash Book. 


The Trading Account is built up by transferring to it the balances of the 
six Impersonal Ledger Accounts relating to (1) Goods; (2) Goods and Stock 
Charges; (3) Selling Expenses; (4) Delivery Expenses; (5) Land, Buildings, 
and Fixtures Charges; and (6) General Charges; and also the balance of the 
Sales Account, which, also,.is an Impersonal Ledger Account. To these are 
added stock on hand at commencement of the trading period (on Dr. side) 
and stock on hand at the end of trading period (on the Cr. side). The difference 
between the two sides is the trading surplus or deficiency. It is inserted on 
the lesser side (and carried to the opposite side of the Final Revenue Account), 
and the two sides of the Trading Account are then totalled and ruled off. 


The Investments Revenue Account is built up by transferring to it the 
balances of the Investments Revenue Charges Account and the Interest 
Receivable Account, which are closed by the making of these transfers. The 
Investments Revenue Account is balanced and ruled off, the balance being 
transferred to the Final Revenue Account. 


The Final Revenue Account is built up by the transfers to it (Cr. side if 
they are surpluses) of the balances of the Trading Account and Investments 
Revenue Account. Any debits that may have to go in this account are 
inserted, the account is balanced, and the balance is carried to the Disposable 
Balance Account, Part B. 


The Disposable Balance Account has been explained in an earlier part 


of this summary. The most important point to be emphasised is the inclusion 
of share interest on both sides of the account, for reasons given above. 
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The Statement of Liabilities and Assets is a summary of all the Ledger 
balances (including the balance of the Balance Disposable Account) divided 
into assets and liabilities. Dr. balances in the Ledger are assets, whilst 
Cr. balances in the Ledger are liabilities. Stock on hand, which was a Cr 
item in the Trading Account, is a Dr. item (and therefore an asset) in the 
Statement of Liabilities and Assets, and the double entry for this item is thus 
achieved by these two entries. Ledger balances appear in the Revenue 
Accounts on the same side as that upon which they appear in the Ledger or 
trial balance, and those which appear in the Statement of Liabilities and . 
Assets appear on the opposite side from that upon which they appear in the 
Ledger or trial balance. Thus Share Capital appears on the Cr. side (right 
side) of the Share Ledger and trial balance, but on the Liabilities side (left 
side) of the Statement of Liabilities and Assets; and Land and Buildings 
appear on the Dr. side (left side) of the Ledger and trial balance, and on 
the assets side (right side) of the Statement of Liabilities and Assets; whilst 
Goods, Selling Expenses, and Share Interest, which all appear on the Dr. side 
of the Ledger Accounts and trial balance, appear also on the Dr. side in 
the Revenue Accounts. 


QUESTIONS AND EXERCISES. 


1. What is a Trial Balance ? What useful purposes does a Trial Balance 
serve ? 


2. What is the difference between a Full Trial Balance and a Skeleton 
Trial Balance ? Prepare a Trial Balance in full and skeleton forms, inserting 
about ten items to illustrate your auswer. 


3. In which column of the Trial Balance would you expect to find the 


following items, and why ?— £ 
(ariclabsball atgnaKell Caer sacsearncionotondncnensuaccondese spasendcecboddbicoaosanconts 5 20 
Owing torvG. Wess Ltd ncccsnmcceckiseracese cencasevasecesseaceeremanederes 50 
Sales Se cessontdews ssiocesiaccaeesanee see siete csteercecstcce cetceccctenst een stn 500 
PUL CHASES cane seceaaticenessoreceoine saieseisseisiee tice stesioteesciies qpabsdenebooutc 600 
Selling ExpPenSes: ic. .s.secsecencniecenseltieose eos ciisilocese eeiteseeeisece sees 50 
Memibersisharercapitall maresuie scree sented astern raises tadeeieetr 1000 
Stockszonvhandiatsbesinnins of period ip. jesenescctee me resacsecases 200 


4, On which side of (a) the Revenue Accounts and (b) the Statement of 
Liabilities and Assets would you expect to find items occurring in the Trial 
Balance ? 


5. Put the following Ledger balances into Trial Balance form :— th 
PUTCHASES TE enoriasasisiee ommitbieneotilcceeccenen cece oceeeeemacaacseeemeccett 600 
SaleSitoacacetneseas caste deena cemedemecncccencccmsaecan sete aca thereat 800 
SA IT EXPENSES ies .siwsese ve cacseeeirerensse Teme aeocceeeoncsee eer em eeeemeeete 300 
Stock Om Nandyat comme;nceMen tennessee eect eeeeseeeeeete 200 
Wpewacel. [SRI DI NERY, GwaGGl HB AaHERSEY con Goodobdes SoosenAcososés GA wo Souo- 600 
Mei bersiscliate, Capitalieccersressceaecassenecnteaeenee eer eteaert 700 
Cashin Dad sts sccon ohisoosctionnecatnayse ae teosenaspecnoesie men aac mer renee 100 
SUN Ry CrECILOLS «ome deemanem em ceneterceeee eee eee er ee ene arereeee 300 


6. From the Trial Balance prepared in answering Question 5, prepare a 
Trading Account and Statement of Liabilities and Assets. Assume stock on 
hand at end of period to be worth £400. 


7. In which accounts is members’ share interest entered ? Why is it 
entered in these accounts ? 


8. Prepare a Disposable Balance Account (Parts A and B), inserting any 


figures you may cate to select, and indicate the source from which they would 
be derived in practice. 
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9. Prepare a Cash Account showing receipts and payments under the 
group headings of the Standard Balance Sheet. Insert figures of your own 
choice (about ten items in all on each side), and balance the account. 


10. Prepare a Statement of Liabilities and Assets from the followin 


items :— £ re 
ani duatide b ttl din OSweeanne sterce soinds sect telselet tics siccsiseerene sien cewerenses 1400 
Gaps Halt wid at Gl weeetetee eters an Waa aisloaielsnsciiors ds eiaelacioeoieles <iciclstianieeeaninacdosiesies 200 
asl ata Dalen cemsench sccrmmnddsetrinaelsiesjereinensies sneticcislawer ines nopfaeeis outs 600 
SLATER CaN Gall Seettantetsaleclelselel-eislem eistlsciewietem lacie else eaieselastsceiieeevessichie sith 2000 
Fo alice fol -elll Meena ese sence cheeneesctntence sesicsie see iisisnieeisecte ee 500 
Maret vies titem— Ca Wa aeiee vacis wise sisi sieisielsateisys’s ei cislse’siieis siete esi 500 
Sharednvestment—Le My 6cS. Railway....on.cscodscucwssecesessasese 200 
Woat ii veEstinent—— Caw Srmccceecceoseseseetiecs cen eessactencesaee soecieve 200 
UM VACTECICOLS soasescigh oe ecincslsem ae sissies naissrctiaeicssicidea sie cles oats 200 
Shake sm terestad tes coe Mem DELS se ccs cseeicsiecisselslslsiagie ce ceeneeaapece sane ste 50 
Disposaplesval atlGeromcsawaccseocees escees ceckes se saslcea ies seca se aewlaccte 600 
SLO CERO e COU Seta Ge se omc siete net sloiicisaiceee aieccemaess seeiseetttas 400 
HVOS ery Cua LIT Clon seem cen oes cis Seccie hiss nie eistels ersissiastes Gap cabecm es eslasacere 250 
D SD LSTO WM SaLORSOCIOL Yi emcee icc claiser scien siielo eens er ceiseaiserasesienesie 100 


11. Prepare an Investments Revenue Account from the following data, 
and balance it:— 


f 
Ment bex sms aren teres tauen since ncaa scsi tise seis Ove vecisosteRow one tee cater 200 
MOAN IMEETES tabse eee cane cee bee eae aGisic airs saewaleloanicine’s melanie selma seh nneets 50 
SA VA OS lait aL OLCSt racers cence eacisaaarecesbisericssiisieciciseee encieeseissen's 100 
EMECLEStOM TINVESEINEM LG) sae tasicteiias cet eiese ces ciscatioees 6 asisihow ese vie-siesesle 180 
Interest charged to trade departments for— 

(Oy Wepraal, lyertlabbayes GROW EBenibKeS) gygcoosnnjadasone 568360) Saabaoee 80 

LORS EOC earrots geen ic orielee ania sciat cisisviejsis sieve ioteileletoleaivis-teiseye)sivisisitie' “olan 60 
(Ban kmnterest LECel Vale, ceror. us os swivels Mwsjecsiisrsieelees ruses contre 40 


12. From the following Trial Balance make out a Trading Account, 
Investments Revenue Account, Final Revenue Account, Disposable Balance 
Account, and Statement of Liabilities and Assets, after providing for share 


interest due of £50. Dy, 4 
Stock on hand at commencement .............+. OO Rerse ane 
ICH aASeS wepeeemece se cer sels ora se ocr secee cles 5) Ones sat 
Sale Gieeeme eit cele saldelaisis = sisicis(« o18siog siti stotBloiaictdincio sialic dao. esbeon 900 
Goods and stock Charges.............cssensesessee oie anode 
Sellimieye xPenSeSicscseccsc cece sseeesstessniives siisiys GO) sepecen 
IDEMAVEr ye EXPELSES! cenciece se csclsiseiel sinlsie% vieleiiaeels vies Bs eeeinn 
Land, buildings, and fixtures charges........... TA asduises 
(Gyssaves pail (Claken de) Gdn cruenconsoose cao nora -Guodeecsdades NO) eo 38m ay 
Slab, Cayertwill 655 ;sqcneduodedeccoabouceesucebeccdoucr Sat!) "Scone 1000 
WOAII Ca Pivallers cc seco cise sees octet eisveslee\saisilenile Set, Busts 100 
(Coclanibot Jiennl sseqanedouetondodceee sounec unos Ube poeOnac OI meeretestcie wae 
CSAS Tirade eA L Kottetet ates atots nfo e'sioloels’evaleves{slove eislefeis niie%e\s(o(s wie NETS Gauoun Site 
SULA ayACEEUILOLS cate secsee se vee seiscle eaietciscslew sic sy = Nmaiciad 200 
Interest OWING ......0..cccecsecersereecseeeceeccecens Oe deeaor 580 
Interest receivable ........0..cscccesscsecssccsecsees Sita Eason 6 
Tmivestiment 10 ClWGS. ccccescssecereseessiessecencse. SAU acocens 
Wardancl DwilGIN Ss ci. socac cose reaseoscicsoescsiiens SOO! Gacarie 
Disposable Balance Account— 

Undistributed surplus brought forward ...  -.. ssseee 50 
£2256 £2256 


Stock on hand at end of period, £200. 
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REVISION QUESTIONS AND EXERCISES ON 
CHAPTERS VII. TO XIII 


1. In what respects does an ordinary Purchases Book differ from an 
Invoice Analysis Book? From what documents are the entries for these 
books derived ? 

2. What is an invoice, and in what respects does it differ from a contract 
note ? 

3. Prepare an invoice recording the sale of six pieces of 36in. cloth, with 
a total length of 380 yards, sold by Brown and Co., Green Street, London, to 
Mayfair Co-operative Society, Barnbrook, at 2s. 7d. per yard, and forwarded 
per L. M. & S. Railway Co. in one bale carriage paid. 

4. Describe the process of checking an invoice. 


5. Describe the process of entering a double-column Purchases Book from 
a series of invoices. 
6. Prepare a double-column Purchases Book from the following items :— 


Jan. 1.—Jones and Co.— eS eG. ES Gs ole 
3 pieces of cloth, 76yds., @ 2s.... 712 0 


6 pieces of cloth, 240yds.,@ 2s.1d. 25 0 0 3212 O 
» 3.—Smith and Co., 2 doz. hats, @ 5s.6d. 612 0O 612 eo 
,, 6—Brown and Co., 6 pieces of cloth, 

T80ydsh (@T4sn cccccnssesesesccocdesss er We G) se @ & 
,, 8—Green and Co., 10 pieces of cloth, 

COO (Ol OA, sccdccuoadchecotoonodcec 60 0 0 60 0 0 


7. What is the relationship of the Purchases Book to the Ledgers ? 
Describe the posting of the individual items and the monthly total of the 
Purchases Book to the Ledgers. 


8. Having prepared the Purchases Book entries asked for in Question 6, 
post the items and the total purchases to appropriate Ledger Accounts, and 
show the Ledger Accounts as they would appear with these entries included. 


9. What are the advantages gained by recording the purchases and expenses 
in an Invoice Analysis Book ? 


10, Prepare an Invoice Analysis Book with three analytical columns for 
Goods, Expenses, and Capital Expenditure, and enter the following items :— 


iat CW etl ECieoeccseenenee cents Groceries sessceasacecesecees abo 
See CW Os) Lib cecirnectnieesmecer Books and stationery ...... 20 
» 2.-—Green and Brown <......-- BIOUL cs sas hoceurecbiestene omen see 20 
oh Ose. WO LAG. ccsnescmesestslteist INGWi SCALES coe cctacissineaaseerice 5 
pi oa MSS. Railway, Co... knward carrlacemcccsesessees 2 
ae Si Ob ALE Se iincrasccswecesmevecsceses WASES ie sacsseeeemsccstecstecmeee 8 
yr =A Mem bers oc ccccccecccssssscbee slated terestieeceaceerceesast 20 
» 0.—Ajax Machinery Co. ...... REPalre cn cecavemecete teers 10 
NOs COL POLE LION eagerness INGHES) osgonbesnsoncacaosconannede 5 


11. What is a ‘‘ dummy ” invoice ? For what purpose may it be employed? 


12. To what Ledger Accounts are individual items and the column totals 
of the Invoice Analysis Book posted ? 


13. Explain the difference between the nature and the function of 
expenditure. 
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14. Explain the difference between Capital Expenditure and Revenue 
Expenditure. 
15. In what circumstances would the following be (a) Revenue Expenditure, 
and (6) Capital Expenditure ? 
(1) Wages paid to a joiner. 
(2) Purchase of a motor-cycle. 
16. Give three examples of Revenue Expenditure and three examples of 
Capital Expenditure. 
17. Show, by an example in each case, that expenditure of different natures 
may be expenditure. for the same function, and that expenditure of one 
nature may be for different functions. 


18. Why is functional classification of expenditure desirable in a Co- 
operative Society ? 

19. What are the principal three classes of Revenue Expenditure, and 
in which accounts are they found in the balance sheet ? 


20. Prepare a list, under group headings, of the expenses usually found 
in the Investments Revenue Account of a Co-operative Society. 


21. Prepare a list, under their group headings, of the items of expense 
recorded in the Trading Account of a distributive department. 


22. The six group headings adopted for the Trading Account of a dis- 
tributive department are functional headings. Explain the difference of 
function of the different groups of expenditure recorded under them. 


23. Under which functional headings may the following items have to 
be classified :— 
(1) Insurance. 
(2) Wages. 
(3)) Interest: 
24, Under what functional headings would you expect to find the following 
items :— 
Ground rents. 
Printing and stationery. 
Interest on credit accounts. 
Cleaning, lighting, and heating. 
Shop wages. 
Committee expenses. 


25. Prepare the rulings of a page of the Invoice Analysis Book as recom- 
mended in Chapter VIII. 

26. Prepare an Invoice Analysis Book as for Question 25 and enter the 
following items, afterwards totalling the columns :— 


Jan. 1—C.W.S. Ltd.—Goods..........sesceerereeseeees esse es eseeeeeseene 200 
op Mle SINOD EWEESY go ccc oc ochoodac coe cecoonnsbesbaccrsr ssudicadosdsedobur 5 
op e== TRG TOES) doesconsasaneccoradscbcodsedoananesn.guedanosHessrssnadocors 10 
Peel NG wr 111 a CIITIE Tye teeters ae cies o.selelew elon dnieloe clea loelosieineloienitialsiss isis 100 
np B= (Caneel SKS 35060001 coodondvosdonoocoubbdenocepocsocEddedncdocd 5 
Pee Ei ferest Om StOCKS me cess assis mecca seiadenete selenite vj-is/aelets 2) 
Po —Interest on landjapuildings) and fixtures ©-fa.--.-ccen-< 2 
», 8.—Telephone charges .........csceeeeeeesec esse eeeeneeeceee econ es 1 
We Committee Lees Meese etter ee scree see ctoaet seiictee silicic a= 4 
wy Be OMISS WIRES: condatiossqoboododebodosduaegucsdéusscseues doqeoossece: 5 
,, 5.—Interest on members’ share capital ..........-...-sees000 10 
py Di —C.W.S. Ltd.—Go0dS.....0.cecercescetecscetccscererereoere swore 100 
» 6—lL. M. & S. Railway Co.—Carriage inwards................ 4 
», 6—W. Ryde—Cartage of goods to members ...............++ 5 

5 


6.—Depreciation of land, buildings, and Fabra ob) mocduocoedos 
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27. Post the totals of the columns of the Invoice Analysis Book, prepared 
in answering Question 26, opening the necessary Ledger Accounts. 

28. What is a ‘‘ Statement of Trade Expenses recorded according to their 
nature,” and from what source are the entries derived ? 

29. How may the ‘‘ Statement of Expenses recorded according to nature ”’ 
be compiled ? 

30. What is a Sales Day Book ? Prepare the rulings of a Sales Day Book 
and enter six items of your own selection. 

31. Post to appropriate Ledger Accounts the individual items and total 
of the Sales Day Book prepared in answering Question 30. 

32. From what sources may the Sales Day Book be entered up ? 

33. Why is it unnecessary to keep a Sales Day Book in a retail Co-operative 
Society trading for cash ? How is the Sales Account in the Ledger compiled 
in such a society ? 

34. What is a Statement, or Statement of Account ? When is it sent 
out and what does it contain ? What useful purpose does such a Statement 
serve ? 

35. Prepare a Statement containing six items, choosing your own heading, 
dates, and amounts. 

36. When a shopman receives cash for a variety of purposes, what does 
he forward to the office along with the cash? Prepare a copy of a suitable 
document for the purpose. 

37. How are the two sides of the transactions recorded in the case of 
cash sales ? 

38. Prepare a suitable Statement (including figures of your own selection), 
adjusting sales and cash for a society allowing credit. 

39. What are Returns, and how are they dealt with in the books of a 
society ? 

40. What are (a) Credits; (b) Credit Notes ? How are they dealt with in 
the books of a society ? 

41. Prepare a Credit Note, employing names and a suitable amount of 
your own choice. ‘ 

42. What is Discount ? Explain the difference between Trade Discount, 
Ordinary Discount, and Prompt Cash Discount. 

43. What is a Cash Book, and what entries are made in it ? 

44. Rule a folio of a three-column Cash Book and enter six items on each 
side. 

45. Mention five principal classes of receipt and four principal classes of 
payment recorded in the Cash Book. 

46. How is the Cash Book balanced ? Prepare a Cash Book with four 
items on each side (including two contva items), and balance the cash and 
bank columns. 

47. How may discounts allowed on purchases be treated by a Co-operative 
Society ? Which method of treatment do you recommend, and why ? 

48. Can the total of either of the columns on the Cr, side of the Cash Book 
exceed the total of the corresponding column on the Dr. side ? Give reasons 
for your answer. 

49. What is a Bank Overdraft ? Where are the following items entered 
in the Cash Book: (a) Bank charges: (b) Bank interest ? 

50. How is the double entry of cash receipts and cash payments achieved ? 
How is the double entry of discount items in the Cash Book achieved ? 

51. What is Petty Cash? What is the Imprest system of Petty Cash 
records ? 
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52. Make out a Petty Cash Account, including one receipt and six pay- 
ments. 


53. What are the most important three books of primary entry, and what 
classes of entry are included in each of them ? 


54. Journalise the following adjustments for the end of the trading period :— 


Rates paid in advance, £20. 

Wages owing and not entered, £5. 

Depreciation for a half year on buildings, at the rate of 24 per cent 
per annum, the buildings being valued at £400. 

Interest (estimated at £50) on members’ share capital. 

Interest chargeable on buildings £5, and on stock {3. 


_ 95. In which columns of the Invoice Analysis Book are the following 
items entered in a retail distributive society's accounts ? 


Interest on buildings. 
Interest on stocks. 
Carriage inwards. 
Office wages. 

Repairs to shop. 
Electricity charges. 


56. In which Balance Sheet Account are the following items likely to 
be found ? 


(1) Collective life assurance premium. 

(2) Interest on members’ share capital. 

(3) Interest on share investment in the C.W.S. 
(4) Interest charged to trading departments. 
(5) Interest on savings-bank deposits. 


57. For what classes of entry are the following Ledgers employed 


Personal Ledger. 
Share Ledger. 
Impersonal Ledger. 
Investments Ledger. 


Give an example of one entry in each Ledger, to show that you understand 
the difference between them. 

58. From what sources are the entrics in the Personal Ledger derived ? 
Prepare a Personal Ledger Account, enter two items on each side, and balance 
the account. 

59. To which side of the Ledger are the items in the Cash Book posted ? 
Where would the following items be posted from the Cash Book: Share 
capital received; bank charges; share investments ? 


60. What Ledger Accounts are opened to receive the totals of the columns 
in the Invoice Analysis Book ? Where are the balances of these accounts to 
be found in the balance sheet ? 


61, Prepare a Trading Account from the following items :— 


£ 
Gocdsrotemancdeats er diOngMenlod arcsec cree as-csescaeisssenlunesnace 300 
Goods oushandeat beg init me Ol PerO Pre sacr asemacies secre eWerciasisies se 200 
JELNROASOS, ouocoacadugonededoeuer na UacoU” Hol ongnnoGnd nonGeoCe Abn oGepOsconccedoD 600 
SLES MERU te nasi itamne ntact ds Memiaiars ab sitter sion Sceaateaile oebare gases 800 
Good swam cesta che CHASES ramen nse ansmenisedie nse arin cr aeisieemtee ce tries de vigin 20 
Srellllbars: GSS aa .IS\ yo dace dnoon oooncHonenecop agave oddadocsebodbenctagSseer DRS 90 
Welivietayre xPCUSES| cules den cerahesecnerwedcvoaswanieauivetnle dents smensvecs cee 20 
Wand, buildings, and fixtures Charges... 2-66.26. sess s seen eee enwene 40 


Generalechareesman meteors cmeve lar seek ecitia sce eeeee cease sels teme 30 
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After completing the above-mentioned account, prepare a second Trading 
Account with stock on hand at end of period valued at £150, the remaining 
items being the same as in the first Trading Account. 

62. On which side of the Trading Account is the balance of the Trading 
Account entered ? To which account, and which side of the account, is this 
balance carried ? 


63. Make out a specimen 


(1) Shareholder’s Ledger Account, 
(2) Creditor’s Account, 

(3) Selling Expenses Account, 

(4) Investments Ledger Account, 


and insert one item in each account. 
64. What is a Trial Balance and how does it differ from a balance sheet ? 


65. How is a Trial Balance prepared and what useful purposes does it 
serve ? 


66. Explain how you would prepare a Trial Balance incorporating 
adjustments. 


67. Arrange the following items in Trial Balance form :— 


PUt Chases: wiesiecccnadawadsov side caeete clean fae oon oeee ka aclata er enatac eee meen 500 
ALES) cteisraastenreniesaetercondonetaeuragescle eauren sales cnoa can urease setters ieeane encieete 800 
FIX PONSES fe scanuies eotmcsmiee ps ase Tanna mestusiss ysis se vase esewacsaeet sce 200 
Stock Co. DE Sit sa. sccgevc coop rss son neoncenta cases sae radae cheat: aeeacse eee 200 
Sharevinterest (IDE. 3TeM) 2 oe ees eiicinstassieiicts)seiejsts astacis oisac) jeans 50 
TWandvan dypuill din ose. csccre ccitectc cee iaclte stones fas cst stiesnst tac tetetceete 600 
PU KCOLES ccs oat ee tae caecane aocteieracisicie dean eienetimnseciaeeii asta te ae sees 100 
Cashin Hand itasmocstetaaste desceceddedseeectnn tres cote oaee eee eeeee 20 
‘interest Recetvable Accoutituc.csstsceseocenee ton tacee oe coe een eee eee 10 
Shave ih VEStmentss.c.2eavecawen es eooeeene stom eee nee ee eee eee eae 400 
Members) share icapitall sc ijcic.e1 see oc cmaecisn se ina vat scioaectes loeitectareeee 1200 
Reserve Pui | ccs eek opacem aba sane maalsamine cee samen cele ua aatee eases 60 


68. How far is the agreement of the totals of the columns of the Trial 
Balance a proof of the accuracy of the accounts ? 


69. What are the three essential accounts of the balance sheet, and what 
is the name of the fourth account that is usually added ? One of these three 
essential accounts is usually divided into three accounts. Which account is 
thus divided, and what are the names of the accounts into which it is 
divided ? 

70. What is the Cash Account as included in the balance sheet Under 
what group headings are the receipts and payments entered ? 


71. Prepare a Cash Account as included in the balance sheet, and enter 
not less than one, and not more than three, items under each group, or class, 
heading. 


72. Prepare an Investments Revenue Account from the following data :— 


Interest on Mem bersisharesmecessmesemeccctec tenner cee eee ene 200 
Tnterest On LOANS asm cenisnsecawoss cae byeccceaech ames eit CoE eee 30 
Interestionisayinesibaniks depositsu.n.ercsossessseeeee semen anette 20 
Interestom iC. WS. SWares) conse acces sateen eccaeiis cen eee eee 120 
Interestvonsy CIWS PLO aiSrrc ss avensieaieniocestococe ieee ee ee eee ene 10 
Interest charged to trading departments— 

(@) (Oni land andi buildines: cinsn-ceecseceseeetenen eee eee nee eee 80 


(b)e One StOCKS Trw sess sens snes dese euice oomarirreteecee ee eee eee 60 
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73. Prepare a Final Revenue Account, including a balance from Trading 
Account of £180, and a balance from Investments Revenue Account of £20. 
Balance the account, and indicate the account to which the balance would be 
carried. 

74. Prepare a Disposable Balance Account, Part A, which includes (1) 
Disposable balance of £500; (2) Dividend to members, £300; (3) Allocation 
to General Reserve Fund, £100; (4) Allocation to Dividend Equalisation 
Fund, £50; and the balance carried forward to next account. 


75. Prepare a Disposable Balance Account, Part B, with a balance brought 
forward of £50; Balance from Final Revenue Account, £800; Members’ 
share interest, £1,000. Balance the account, and indicate the account to which 
the balance would be carried. 

76. Prepare a “‘Proposed Disposal of Available Balance ’’ Account (explained 
in Chapter XIV.), showing disposable balance of £800, appropriation from 
reserve fund of £200, dividend to members of £990, and the amount carried 
forward of £10. What is the relationship of this account to Part A of the 
Disposable Balance Account ? 

77. What is the difference between Part A and Part B of the Disposable 
Balance Account ? 

78. Prepare a Statement of Liabilities and Assets, showing the group 
headings and not less than two entries under each heading. 

79. On which side of the Statement of Liabilities and Assets would you 
expect to find the following items, and why ? 

Reserve fund, £500. 

Adverse balance (accumulated losses), £200. 
Owing by members for goods, £300. 

Share interest due to members, £50. 
Income tax reclaimable, £20. 

80. A society’s members owe £200 for goods, and the society has created 
a bad debts reserve of £40 against these debts. How should the item be 
entered in the balance sheet, and in which account should it be entered ? 
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CHAPTER XIV. 


VARIOUS MATTERS RELATING 
TO THE ACCOUNTS. 


HERE still remain several matters which, although not 

| telated to one another, are all related to the accounts 

which it is the purpose of this book to explain; and these 
matters will form the subject of consideration in this chapter. 


STATEMENT OF EXPENSES RECORDED 
ACCORDING TO THEIR NATURE. 


As mentioned in Chapter VIII. (pages 79 and 80), societies 
often wish to submit in their balance sheet a Statement of Trading 
Expenses, in which the expenses are recorded according to their 
nature. An example of such a statement is to be found in 
Appendix II., where a complete balance sheet on Standard Balance 
Sheet lines is given, and in the Co-operative Union booklet, con- 
taining a specimen balance sheet and entitled “‘ Standard Balance 
Sheet: Standard Accounts.’ It is now our purpose to explain the 
preparation of the statement. The expenses relating to the 
Investments Revenue Account are shown in that account (ie., 
the Investments Revenue Account) in the balance sheet. They 
need not be included in the statement we are now preparing, which, 
for this reason, can be restricted to Trading Account Expenses. 


The Basis of the Statement. 


The basis of the Statement of Trading Account Expenses is 
the entries in the Invoice Analysis Book. In this book, a column 
indicates the nature of each item of expenditure; and the items 
may be posted from the Analysis Book to Impersonal Accounts, 
which can be opened for wages and other expenses in a special 
Ledger kept for the purpose, or in the Impersonal Ledger, in 
which are kept the Impersonal Accounts for the expenses recorded 
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according to function. ‘Taking the items shown in the Invoice 
Analysis Book on pages 120 and 121, the following accounts would 
be opened :— 


Wages. | Insurance. 

Painting and Repairs. Telephone Charges. 

Printing and Stationery. Bank Charges. 

Carriage and Cartage. Ground Rent. 

Cleaning, Lighting, and | Depreciation. 
Heating. Interest. 


The Preparation of the Statement. 

The amounts of expenditure under these headings would be 
posted from the separate items in the Invoice Analysis Book to 
the Dr. side of their respective accounts in the Ledger. The balances 
of these Ledger Accounts would be transferred to the Statement 
of Expenses, which, in the case of the Newway Society, would 
appear as shown later in this section. The total expenses thus 
recorded should agree with the total of the five columns recording 
Trading Expenses in the Invoice Analysis Book. As pointed out 
in Chapter VIII. (page 80), the posting of these items to Ledger 
Accounts can be avoided in building up the Expenses Statement 
by making a summary on paper, using the adding machine for the 
quicker totalling of the amounts of expenditure of each nature. 


The Ledger Accounts. 

If we assume that the Newway Society desires to post the items 
to Ledger Accounts, these accounts, when completely posted and 
after the balances have been transferred to the Statement of Trading 
Expenses, would appear as follows :— 


Dr. WAGES ACCOUNT. Cr. 
Tae awe ised: 
Jan. 13 | To Shop Staff ......,LA.B.1) 4 0 0 Jan. 30 | By Transfer to Ex- 
ee Oh iy eee woken es ators try 5 ZOO) penses State- 
HT ‘We oie Gar eae: Ost ie m 5.00) 20 TENE, Gy siesv eins 26 0 0 
» 30] ,, yy tees o> so O 
SOULE te eae OO ee 4 5 0 0 
fl26 0 0 £\26 0 0 
Dr. PAINTING AND GENERAL REPAIRS ACCOUNT. Cr. 
£ s. d. ee toe 
Jan. 13 | To Brush & Co...../1.A.B.1|20 0 0 Jan. 30 | By Transfer to Ex- 


penses State- 
MENGE wvereacees 
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Dy. PRINTING AND STATIONERY ACCOUNT. Cr. 
iS ¥ss od? £ esd 
Jan. 16 | To C.W.S. Ltd. ..../L-A.B. 1/10 ir 0 Jan. 30 | By Transfer to Ex- 
penses State- 
WHERE Gap rcecoss 10) 0 70. 
Dr. CARRIAGE AND CARTAGE ACCOUNT. Cr. 
bud: | Sinica 
Jan 283) To Aj Smith! sees. T.A.B. J 0 0 Jan. 30 | By Transfer to Ex- f 
penses State- 
MICHE Seneca. = 5 0nd 
Dr. INSURANCE ACCOUNT. Cr. 
ie Stree £ Si a 
Jan. 28 | To Co-op. Insur’ce Jan. 30 | By Transfer to Ex 
Society Ltd.../I.A.B.1/ 3 0 0 penses State 
pel aC Bareecror 3) 10) <0 
Dr. CLEANING, LIGHTING, AND HEATING ACCOUNT. Cr. 
Pace and 
Jan. 30 | To Corporation....../I.A.B. 1 5 9 . Jan. 30 | By Transfer to Ex- ee 
penses State- 
THENCE ceaeceens 2 oO 0 
Dr. TELEPHONE CHARGES ACCOUNT. Cr. 
ade Ls. a 
Jan. 30 | To Post Office....... I.A.B. 1 ri 0 Jan. 30 | By Transfer to Ex- e 
penses State- 
CTE Pease vokeee 1, 0. .0 
iDYz, BANK CHARGES ACCOUNT. Cr 
ease de Ee Saas 
Jan. 30 | To Expenses Adj..../I.A.B.1} 1 0 0 Jan. 30 | By Transfer to Ex- 
penses State- 
NMG ep sepaace 1, 0 10 
Dr. RENTS, RATES, AND TAXES ACCOUNT. Cr 
Psd: £ soa 
Jan. 30 | To Expenses Adj...jI.A.B.1/ 1 0 0 Jan. 30 | By Transfer to Ex- 
penses State- 
MERE, cewece ss ey 40) 
Dy. DEPRECIATION ACCOUNT. Cr. 
fs. de s. d. 
Jan. 30 | To Expenses Adj.../1.A.B. 1 i 0 0 Jan. 30 | By Transfer to Ex- . ‘ 
penses State- 
GMs ecemc sane ORC 
Dy, INTEREST CHARGES ACCOUNT. Cr. 
: £ is. di | 2esmas 
Jan. 30 | To Expenses Adj...|I.A.B.1} 1 0 0 Jan. 30 | By Transfer to Bx.| 
ago) Pe Ba “her * iO} 0 penses State- 
ICT Gb eesaecesne Zz 0 10 
£2 0 0 ior (0) 
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The Statement of Expenses to which the balances of these 
accounts have been transferred would appear as follows:— 


TRADE EXPENSES FOR MONTH. 


s, d. 

WAP ES Be ranma emttemses eee race afateieare veicieweniieaeietetiseree 26 0 0 
Painting and General Repaits................ abate 2050) 0 
IPritrirt Ova de sbatlOUuer yrs aceon csaieerice see. /acie nace IO @ @ 
GarimacerandiCarta Ceamemaraaanaetacsianmasee sec os © @ 
WAS TATU CC Raters sie siactee es cies sree leita Castseletehe sets aenetd a @ © 
Cleaning, Lighting, and Heating .................. 2 OO 
ELS MUO Mem Chlahsesenrneecscmesetr cic sce cians ates iL Oy @ 
Batik Ghar SGS ieee wemnte ser tsisaser oe aos sietasrasinia a LO" @ 
(Cr xopebatall INGA Gacnasensesden prema seoou pon auocuunonenens i @ 
DEPUEClatION saeichas ee Acpre mens ontenpaescioun ape nese i) @ -@ 
TE EORES beneath se teria cise iio occheree tote ot asec ees y Wy 
nO 0 


The Expenses Allocated according to Function. 

If it is desired to show how these expenses are allocated to 
the Trading Account under the various class headings employed 
in the balance sheet, the data for building up an account on the 
following lines appear in the Invoice Analysis Book, and the totals 
of the last five columns in the following statement should agree 
with the corresponding columns in the Invoice Analysis Book. 


-TRADE EXPENSES FOR MONTH. 


Allocated according to function. 


Goods ee 
ern TOTAL and Selling Delivery naval? General 
ey Stock Expenses. | Expenses. Bictures Charges. 
| Charges. Charges. 
Gee ee sada eon |) eense del fe cater ese cls 
Wiadesicessc eee ete eee es 26a (0) Oi Maree 18 OerOa| Meese 5cees 8 0 0 
Painting and Repairs ............ pi MA Ae ny 9 ee | eee ZORRO! ON eveae 
Printing and Stationery . Talla Oe Oc ON Recta teeettmrtsac. tllenBeatscn le lloe casttes 10 0 0 
Carriage and Cartage... Re HOO! (ON Ceeetty mill misecere SreOM tO! Wa carve, wh lla cteniciats 
AS UEANCE ceeenosncemadee ness ee oe3, 0:0 LOO) hh Vacs. wala yeas i OO KOON gre aes 
Cleaning, Lighting, & He EON 10) | eer acaswnul\| ee aaeteies (Ul) casetien DOP TO ceeece 
Telephone Charges ............... 1 0! 0 ees POO Ne Cocca ON petcssacee eae 
Bane CHAbCES: 22. s-caeseie sn AS TO 8 Oe ae HO ittecs ae NIE coxa Oa» reeente A OE 6 
Ground \Rent sere -coreesc sare WePa. OM Os Manes nomen Menninger i Besse OO! EON meee 
Depreciation Sc. c.cvc.cecsseas cnc TWO OW YG ciaot cei, oe aed NN Ue pokes LS ROrm OWN genres 
PGer est brews eatcemeswieceatemares asses ZnO TOO OO asicces ee CP OREO erence 
dao ar ND 20 a a9" Oro oP OT 2a Or OTS) “Or 0) 


ADJUSTMENTS BEFORE AND AFTER MAKING OUT 
VHEBAWANCE, SHEET. 


In Chapter XI. an explanation was given of adjustments, why 
they are necessary, and how they are made. We followed them to: 
the Ledger stage, and then to the balance sheet stage. It is necessary 
now to recognise that these adjustments are of two classes. 
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The Two Classes of Adjustment. 

The first class comprises definite ascertainable charges which, 
when made, are done with and do not affect future trading periods. 
The depreciation charge (items 7 and 8, page 118) was such a charge. 
It was the charge for the month of January. The Trading Account 
was debited with the amount of the charge, and the Land, Buildings, 
and Fixtures Account was credited with the amount. The matter 
is closed. When the depreciation charge is ascertained for the 
next trading period, the calculation will be from January 3lst. 
Items 1 and 2 for share interest due to members also fall into 
the same class if the amount is the actual, and not an estimated, 
amount for the period. If it is an estimated amount it will fall 
into the second class, which will be explained later. Items 9, 10, 
11, and 12 (interest on land and buildings and on stocks) also 
fall into the first class. 

The second class comprises items that are estimated and for 
which there will be a definite charge or credit forthcoming at some 
future date. The interest on the investment in the C.W.S. Share 
Account (items 3 and 4, page 118) is an example of this second 
class. It was pointed out (pages 116 and 117) that at the end of 
a definite period the interest for the whole period will be credited 
to the society by the C.W.S. When that date arrives it will be 
simpler to take the full amount of interest to the credit of the 
society in the Interest Receivable Account and debit the amount 
to the C.W.S., who will add it to one of the society’s accounts. 
Unless the provisional credit of £1 which was taken into the account 
for January is allowed for by a deduction from this full amount 
the society will take credit for £1 too much, and will debit the C.W.S. 
with £1 too much. 


Treatment of the Second Class of Adjustment. 

The simplest method of dealing with such items is to reverse 
the entries which were made in the Journal when the adjustment 
at the end of January was being effected. ‘This is done in the 
Journal as follows :— 


& Ss al, Lo SiGe 
Heb. |—Interest Receivable Account... .:s1::..:0s.e: Dy aOR EO 
Accrued Interest Account (C.W.S. 
NGURKSCSIS)) onsoucdodbascdoomoNonneeaccaGoas Cr. LOO 


In order to continue and clarify the explanation and the effect 
upon the accounts, let it be supposed that the Newway Co-operative 
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Society next makes up its accounts at the end of June, when the 
C.W.S. credits the society’s Share or Loan Account with the £5 
share interest due up to date. 
having been posted to their respective Ledger Accounts, the 
Interest Receivable Account will show an item on the Dr. side 
for £1, and the Accrued Interest Account will show (1) an item 
of £1 on the Dr. side, which was an outstanding balance at 
the end of January; and (2) an item of £1 on the Cr. side, posted 
from the Journal entry given above. 
-entries referring to share interest in the Ledger at this stage. 
If we treat the item of £5 for interest due from the C.W.S. as a 
Journal transaction, we shall debit the C.W.S. share or loan 
investment with {5 and credit the amount to the Interest 
Receivable Account, which will now show a debit entry of £1 and 
a credit entry of £5; and if there were no further entries in this 
account for the period, there would be a balance of £4 to be trans- 
ferred from the Interest Receivable Account to the Investments 
Revenue Account in the balance sheet for the period February 
Ist to June 30th. This amount of £4 would be the correct amount 
for the period. The following would be the Ledger Accounts at the 
end of June in the circumstances suggested :— 


The Journal entries given above 


There will be no other 


Dr. ACCRUED INTEREST ACCOUNT. Cr. 
| (ery le Sead. 
Jan. 30 | To Balance* brot. Feb. 1 | By Int. Receiv- 
GOW cresc cies le @ able Account...| 1 0 0 
* See pages 137 and 154, and completed Ledger Accounts in Appendix I. ' 
Dr. INTEREST RECEIVABLE ACCOUNT. Cr. 
ee Sard: Sa 
Hebe la LomAcctued = int, June 30 | By C.W.S. Share 
ACCOUNT -7-<. i @ @ Investm’t A/c. 
June 30 , Balance carr. (CAWES Ltd, 
to Iny. Rev. Share Interest)} 5 0 0 
Account ..... 4 0 0 
fo 0: 0 je) W 


carried to the accounts for that period. 

If the members’ share interest (items 1 and 2, page 118) is 
merely estimated and not calculated, ready to be added to each 
member’s account when the proposed disposal of surplus is approved 
by the members, it should be treated in the same manner as the 
C.W.S. share interest, i.e, by reversing the Journal and Ledger 


In this way the correct charge for the period to June 30th is 
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entries made at the end of January, and entering the correct charge 


when ascertained. The entries would be:— aren aries 
Feb. 1.—Share Interest due to Members ............... Drs P25 OO 
Investments Revenue A/c. Charges....Cr. 2.0) 0 


The correct charge would then be debited to the Investments 
Revenue Charges and credited to the members. If it were, say, 


£2. 2s., the entry would be:— pad. aoe 
Investments Revenue Charges...........2-.+.seescsseerees Dy eles 
Members, for Share Interest..-......0su.2.-+000- 00 Cr. pa ee 1a) 


This would leave a balance of 2s. in each account, which would 
be correct—an undercharge of 2s. on the January account to be 
added to the charge for the next period. 

Items 5 and 6, page 118 (ground rent) also fall into the second 
class, for no account had been received for this charge, which was 


estimated. The correct Journal entries are :— Farant pee 
He ba lA CCOMMTSVO WA Sse acae acts oatateineneet seis cae semteres es Dye Me Oks 0 
Land, Buildings, and Fixtures 
Charsesm(Grounee Rent ue avacsscsecen: Cr Oey) 


When the account is received from the landlord at the end of 
the half year, the Land, Buildings, and Fixtures Charges will be 
debited with the full amount, which, with the {1 set-off against 
it, will be the correct charge for the period, and the landlord will 
be credited with the full amount. 


Items 13 and 14 (wages due, not paid) also fall into the second 
class, for the charge will not be definite so far as the records are 
concerned until the wages are paid, when the amount will be 
entered in the next trading period through the medium of a dummy 
invoice in the Invoice Analysis Book. The correct Journal entries 
to reverse the original entries are :— id eee 

0 


L 
A CCOMIMES OWNS Ucete cide cise siincsfestsiecion aie meleate ae ostrsinestes ona Dr. 5 0 
Selling Expenses (Shop Wages) ....,.0.:..:.:s+:6s. Cr. OOO 


and these will be posted to the correct accounts. 

Those Journal entries given above which reverse entries pre- 
viously made in the Invoice Analysis Book, must also be entered 
in the Invoice Analysis Book as credits (say, in red ink) and 
deducted from the totals at the end of the next trading period, 
thus giving the correct charge for the period. The Accounts Owing 
Account will be closed after the foregoing entries have been made. 

Among the items for which adjustments have commonly to be 
made, in addition to those already explained in Chapter XI., are 
rates paid in advance, income tax deducted from interest receivable 
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by societies and reclaimable by them, and dividend on purchases. 
made from the Wholesale Society. The student should be familiar 
with the Journal and Ledger entries required for the adjustments 
to which these items give rise. 


DEPRECIATION. 

The subject of depreciation was mentioned in Chapter V. (pages 
40 and 41), and the entries for the depreciation charge were explained 
in Chapter XI. (pages 117 and 118) and Chapter XII. (pages 134 
and 136); but a fuller explanation of depreciation is required. 
Causes of Depreciation. 

It is common knowledge that buildings, fixtures, machinery, and 
rolling stock wear out and get out of date, so that their value 
declines from year to year. 

The two main causes of depreciation in values are (1) obsolescence, 
and (2) wear and tear. Obsolescence is a general name given to the 
changes which render an asset out of date. Buildings obviously 
become less efficient as improvements take place in the planning 
and equipping of new buildings, thus rendering older buildings, 
even if weather-proof, etc., less effective in competition with new 
ones. Every prudent business man therefore makes allowances 
for this declining value, and the allowance that is made is known 
as a depreciation charge. The fall in market value is the measure 
of the actual depreciation, but the allowance for depreciation, Le., 
the depreciation charge, may be greater or less than the actual 
depreciation. Every prudent business man errs on the side of 
safety and makes an allowance in excess of the actual depreciation. 
Obsolescence. 

Fixtures become out of date even more rapidly than buildings ; 
and for this reason a larger allowance is usually made for the 
depreciation of fixtures than for the depreciation of buildings. 
Machinery also grows old; and it may at any moment be superseded 
by new machinery embodying an invention which makes older 
machinery obsolete and ineffective in competition with the new 
machinery. Allowance for this possibility must be made when 
fixing the rate of depreciation upon machinery. 

Wear and Tear. 

Wear and tear is probably the most important cause of deprecia- 
tion, though its importance in comparison with obsolescence varies 
with the asset. Buildings become obsolete and suffer relatively 
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little through wear and tear; but rolling stock, such as motor-cars 
and wagons, suffers much from this latter cause, and allowance has 
to be made for this fact in fixing the depreciation charge. 


The Basis and Rate of Depreciation Charges. 

The depreciation charge is fixed according to the expected 
“life” of an asset, both wear and tear and obsolescence being taken 
into account. ‘The charge is also affected by the decision as to 
the basis of the depreciation charge. It may be based on the 
original value of the asset or on the nominal value, which is the 
original value less the amount written off for depreciation. There 
is a big difference in the results when the same rate is employed 
on the different bases, as the following table shows. Taking an 
annual depreciation charge of 10 per cent on an asset of the original 
value of £100, the asset is written down completely in ten years 
in the one case, but only written down by two-thirds of its value 
in the other case in the same time. 


ORIGINAL VALUE OF ASSET, £100. RATE OF DEPRECIATION, TEN PER CENT. 
B.—Depreciation based 


A.—Depreciati»n based on Nominal 
on Original Value. or Reduced Value. 
£ 4 
First year. Book value to begin ...... LOO Rec 100 
Charcestomiveatiaccsdccesensesaers ets LOLS eters. 10 
Second year. Book value to begin ... OO iekeess 90 
CHatee TOrny ar meccentessoeeenmaaesce 1 OMe. sc 9 
Third year. Book value to begin...... Sh © keaton 81 
Charge for yeattea.sccrdeeeswecsee LO: Ria) rrckece 8-1 
Fourth year. Book value to begin ... 10. ee eeceae AZo) 
CHargenOt VEdiwosecassenehecsenreres LOS eres 7:3 
Fifth year. Book value to begin ...... GOP 8 aeccese 65-6 
CHaree tor Var accanenuesaesuscse nes NURS hedcionc 6-6 
Sixth year. Book value to begin....... O07 asec 59-0 
Char retor Veate nc cc-acsscescts LOW Perec ats o°9 
Seventh year. Book value to begin .. AQ aoe sient: 53-1 
Chargetoryeat i -caecuacestver sett 10% > Tees 5:3 
Eighth year. Book value to begin ... 30 wesc 47-8 
Chargektoriyearercccrmenteceees LO) Maaies 4:8 
Ninth year. Book value to begin ..... 207 aatsteiers 43-0 
Charge for yeatiecnsecadee eee: LO Py eee 4:3 
Tenth year. Book value to begin...... 10 Soap 38-7 
Chargerfor years cnaceraceecsestite LOS eer: ce 3:9 
Valuetar endl ot ten! yearsimecnne acer LO wnat. 434-8 
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If nominal value is the basis, a higher rate of depreciation must 
be taken if the charge is to be equal to the actual falling off in 
value, and the rate should increase every year. Few business 
men commend the nominal value basis, and those who do so justify 
their commendation by saying that as the asset gets older the 
repairs charge increases, so that a falling depreciation charge, along 
with an increasing repairs charge, maintains a steady composite 
charge, which they consider desirable. 

Despite this argument, the nominal value basis does not meet 
with the approval of wise men as a sound policy. The Co-operative 
Union and the Annual Congress recommend original values as the 
basis of depreciation charges, and recommend the following rates :— 


Buildings, including Shops .... 24 per cent per annum. 
Fixed Stock and Plant ......... 10 a fs 
ROLis EOC mente eat tal sagt 20 2 ae 


Interest Charges in Relation to Depreciation Charges. 

The interest charges should not be overlooked in discussing 
this question. It is the custom of Co-operative Societies to charge 
their departments with interest upon the capital employed by them 
in the form of land, buildings, machinery, fixtures, etc., as well 
as upon that employed in the form of stocks of goods. If the basis. 
of the depreciation charge is original values, the book value is reduced 
more quickly than if the basis is nominal values, and therefore the 
annual interest charge falls more rapidly in the first case and trade 
expenses are correspondingly lightened. 

In the example given on page 172, the interest charges for the 
ten years in the case of A (original values) amount to £27. 10s., and 
in the case of B (reduced values) amount to £32. 10s. Whilst the 
depreciation charges in the case of B over the ten years are less 
by £34. 16s., the interest charges are greater by £5, so that the 
net saving to the Trading Account Charges, by taking nominal 
values as the basis for depreciation, is only £29. 16s. in the ten 
years. This saving is soon off-set in subsequent years, for, where 
the depreciation charges have been based on original values, there 
is no further charge for either interest or depreciation, whilst the 
charges continue indefinitely in the case where nominal values 
have been taken as the basis. The “saving” of £29. 16s. will be 
wiped out in the next eight years, when the asset will still stand at 
£15 in the books and will be subject to further annual charges. 
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Where an asset has been completely written off and is then sold, 
the amount for which it is sold can be applied in writing down 
other assets, or it can be added to the reserve fund. 


Special Depreciation. 

It happens at times that an asset falls in value more quickly 
than was anticipated. Buildings, farms, and machinery bought in 
the ‘‘boom”’ period a few years ago have fallen in value very 
considerably during recent years, and special depreciation charges 
beyond the customary rates have been necessary to bring them down 
to present-day values. Such depreciation is known as special 
depreciation. It happens, also, that at the end of a trading period, 
when good results are disclosed by the balance sheet, a society may 
decide to utilise a portion of the surplus for the writing down of 
the assets instead of distributing the whole of the surplus as dividend, 
or adding to one or other of the reserve funds. Any amount so 
applied ranks as special depreciation. Special depreciation is often 
applied in the writing down of shares and other investments, the 
‘market value of which has fallen, and to the writing down of the 
value of stocks of goods which are worth less than their purchase 
price. 

Appreciation. 

The converse of depreciation is appreciation, which is the 
writing up of the value of assets. It has been adopted during recent 
years by some societies in order to meet the exceptional difficulties 
created by the slump in values and by the bad trade which followed 
the boom. It was made possible by the rise in the value of buildings, 
etc., consequent upon the general rise in prices, and by the generous 
rates of depreciation which societies have employed in the past. 
The wisdom of the policy has been very much questioned, for 
nobody can tell what the future course of values will be; and, 
in any case, appreciation adds to working expenses by increasing 
depreciation and interest charges, which have to be based on the 
new and higher values. 


PROPOSED DISPOSAL OF AVAILABLE BALANCE. 


The Disposable Balance and its Treatment. 

The balance of the Disposable Balance Account is the amount 
available for dividend, allocation to reserves, special depreciation, 
donations, etc., and the committee of a society, when presenting the 
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quarterly or half-yearly report of the society, make recommendations 
regarding the disposal of this amount. The recommendations may be 
presented in the form of the account “‘ Proposed Disposal of Available 
Balance ”’ outlined in Account IX. in the Standard Balance Sheet 
given in Appendix II.* It will be noticed, on reference to that 
account, that the available balance revealed by the Final Revenue 
Account may be increased in the Disposable Balance Account by 
appropriations from the various reserve funds; and the whole 
amount may be allocated over a variety of purposes, including not 
only allocations for dividend but also allocations for donations, 
special depreciation, reserve and insurance funds, and for educational 
purposes, whilst there will usually be a balance which is not 
distributed but is carried forward to the next account. This 
proposed disposal will become the actual disposal after it has been 
approved by the members, and it will appear in the next balance 
sheet as Part A of the Disposable Balance Account, whilst the 
undistributed balance will be carried to Part B of the Disposable 
Balance Account. 


The Ledger Entries Recording the Disposal of the Surplus. 

The Ledger entries which record the executed recommendations 
regarding the disposal of the available balance will find their 
primary entry in the Journal, and three examples may be given 
here to illustrate the method adopted for all the items :— 


1. ALLOCATION TO RESERVE FUND OF £100. eG Mele ae Sa Cle 
Disposable Balance Account ..............+++- Dy MOO OW 0 
INESE ave HLL erersisislonisielsicieie/eiold cis slowis)sialsisiare Cr. 100 0 0O 
2. ALLOCATION OF DIVIDENDS AMOUNTING TO £900. 
Disposable Balance Account ..............+06. Dye 00m ORO 
Various Members for Dividend ...... Cyr. 900 0 O 
3. A DRAWING UPON RESERVE FUND FOR £200. 
ESE ay, Coe MIG me eteinstae lem e\e\slels)a/sln\s'sialole/ou'elen(eipisielsis = Dy. 200 0 O 
Disposable Balance Account ......... Cr. 200 0 O 


EDUCATION GRANT AND EDUCATION FUND. 


The Sources of the Fund, and the Basis of the Grant. 

All societies which are true to the ideals of the Rochdale 
Pioneers undertake educational work. In some few cases the cost 
of this work is treated as a trade expense; but, more usually, an 
allocation is made quarterly, half-yearly, or yearly to an education 
fund. The accounts relating to the expenditure of this fund do 


*This is similar in its arrangement and inclusion of items to Part A of the Disposable Balance 
Account, also shown in Appendix II., and as given and explained on pages 151 and 152, 
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not concern us in this part (Part I.) of the text-book; but the 
allocation does. The allocation may be (1) a fixed annual sum; 
(2) an annual sum which varies but has no fixed basis; (3) a sum 
which varies annually but is based upon membership (at so much 
per member per year, as recommended by the General Co-operative 
Survey Committee) ; or (4) a sum which varies annually and is based 
upon the surplus, being a percentage of the surplus, often 24 per 
cent, which was the percentage adopted by the Rochdale Pioneers. 


The Making of the Charge for Educational Purposes. 

In the first three cases the charge may be made either against 
the Trading Account or the Final Revenue Account; but in the case 
of No. 4 it must be a charge in the Disposable Balance Account, 
Part A, as a part distribution of the surplus. In the other three 
cases, however, the charge may be against the Disposable Balance, 
the rules often deciding the point. It is desirable that where the 
education allocation is a fixed amount, or is based upon member- 
ship, the charge should be made against the Trading Account or 
Final Revenue Account, unless the rules provide otherwise. In all 
cases the Journal will be the book in which the primary entries 
will be made; and from the Journal the appropriate accounts 
(Trading, Final Revenue, or Disposable Balance Account) will be 
debited and the education committee’s account will be credited 
with the amount. The committee’s account will afterwards be 
debited when the amount of the allocation is paid over. 


INTEREST CHARGES AND THE BASIS THEREOF. 


The Justification for Charging Interest to Departments. 

In building up the accounts of the Newway Co-operative 
Society, the student was introduced to the method of charging 
interest upon buildings and upon stocks, i.e., upon the capital 
employed by a department in carrying on its business. This 
practice of charging interest upon capital employed by depart- 
ments, which is usual in Co-operative Societies, is not followed 
in other businesses. Its justification in Co-operative Societies is 
that societies have to pay interest to their shareholders as a prior 
claim before paying dividends; and each department which 
employs any of this capital must return to the funds of the society 
its quota of interest for the proportion of the capital it employs. 
This is only equitable if justice is to be rendered to all the depart- 
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ments. There is just as much justification for charging each 
department with interest upon the capital it employs in the form 
of buildings, fixtures, and stock, as there is in charging it with the 
insurance premiums upon these assets. ‘The practice has the 
additional advantage of causing departmental managers to be 
economical in the use of capital, instead of employing it recklessly 
in fixtures and equipment and in purchasing excessive stocks of 
goods. 


The Basis of the Interest Charges. 

The interest charge in the case of buildings, fittings, machinery, 
etc., should be based upon the nominal or reduced value at the 
beginning of the trading period. The nominal rather than the 
original value is correct, because the department has paid off, 
through the depreciation charges, that part of the original cost 
which is represented by the difference between the original value 
and the nominal, or reduced, value. 


The interest charge in the case of stocks should be based upon 
the average value of stock held during the quarter or half year. 
Stock at the end of a trading period is not a reliable basis, for the 
stock is usually reduced during the weeks immediately preceding 
the end of the quarter or half year. If the purchases during the 
first half of the quarter (or half year) are added to the stock on hand 
at the commencement of the quarter (or half year), and the sales 
at cost price are deducted therefrom, an approximately accurate 
basis for the interest charge is obtained. The rate of interest charged 
to departments should. be based upon the average rate actually 
paid (not the nominal rates) upon its share and loan capital during 
the previous quarter or year, but should be a little higher than the 
average to allow for office expenses in recording that capital. 


The method of treating the interest charges in the accounts 
has already been explained. 


VARIOUS RESERVES, RESERVE FUNDS, 
AND INSURANCE FUNDS. 


(a) General and Special Reserve Funds. 

Reference has already been made (pages 54 and 55) to the nature 
of a Reserve and Reserve Fund. It only remains to be added here 
that besides the General Reserve Fund, societies often create 
Special Reserve Funds. A Dividend Equalisation Fund is an 

M 
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example of such a Special Reserve Fund. It does not differ in 
nature from a General Reserve Fund. Like the latter, it represents 
a surplus of assets over liabilities; but it differs from the latter in 
being earmarked for a special purpose. It is drawn upon in order 
to increase the dividend when the trading results are not adequate 
to pay the rate of dividend which the society desires to pay; but 
there is nothing to prevent its being used for other purposes. 


(b) Reserves against Known and Contingent Liabilities. 

At the time the General Reserve Fund and the Dividend 
Equalisation Fund are created (by an allocation from the surplus) 
there is no known charge against them; but it often happens that 
a society has a liability, actual or potential, the extent of which is 
uncertain; and it desires to provide a reserve against it. If, for 
example, the society has given credit to members and others, it 
may know that it will not receive all the debts outstanding, 
but which of the debts will not be paid it does not know, nor does 
it know the exact amount of the loss it will incur. It provides 
against this known loss of an uncertain amount by creating a 
reserve of an amount considered equal to, or in excess of, the 
anticipated loss, so that each trading period may bear its own 
losses and not throw them on to future ones, and also in order not 
to overstate the assets of the society. Such a reserve is not of the 
same nature as a reserve fund. When the Corporation Tax applied 
to Co-operative Societies, and the charge which societies had to meet 
for any trading period was not known when the accounts for that 
period were made up, it was customary. prudent, and correct to 
create a reserve to cover the amount of the expected liability. 


(c) Insurance Funds. 

Some societies, instead of paying a premium to effect an 
insurance on certain classes of their property, create their own 
insurance fund by allocating each year an amount equal to what 
they would have paid in premiums. A Plate Glass Insurance 
Fund is an example of this type of insurance fund. If the society 
loses a number of windows in the first year, it is worse off than it 
would have been if it had insured with an insurance society or 
company; and it takes risks which may be especially unpleasant 
in their results during the early years of building up the fund. It 
is not, however, our purpose or duty to discuss the merits of the 
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policy of societies in this respect, but to indicate the features of 
the fund. 


An insurance fund is in the nature of a reserve fund, like a 
General Reserve Fund, even though it may be completely 
exhausted by one loss, for it represents a surplus of the society’s 
assets over its known liabilities, and it therefore differs from a 
reserve against bad debts. It is clear that it is a real surplus, for 
if a society which has built up an insurance fund decides to change 
its policy and insure with the Co-operative Insurance Society, its 
future risks are covered when the first premium is paid, and there is 
then no liability upon its own insurance fund. The fund is com- 
parable with other reserve funds in another respect, for so long as 
the society does its own insurance the fund is liable to be drawn 
upon in the same way as is the General Reserve Fund, viz., when 
some loss is incurred. It may even be drawn upon for dividend 
purposes. 

Besides the Plate Glass Insurance Fund, Cattle Insurance 
Funds and Workmen’s Compensation Funds are to be found in the 
balance sheets of some societies. The Death Benefits Fund par- 
takes of the nature of a reserve fund, but also of the nature of a 
reserve like the reserve, or provision, for bad debts, for there is a 
comparatively certain liability attached to it. 


Other Reserves, Reserve Funds, and Insurance Funds. 

Other reserves, reserve funds, and insurance funds recorded in 
the Co-operative Union statistics are the Contingency Fund (partly 
a reserve and partly a reserve fund, according to the contingency 
provided against); the Sick Appliances Fund (a sum set aside 
for a specific purpose and not spent, therefore a surplus of assets 
over liabilities and a reserve fund for the time being); the 
Improvements Fund, the Expenses Fund, and the Charitable 
Objects Fund (reserve funds, but, like the Dividend Equalisation 
Fund, earmarked for a particular purpose); and Investments 
Reserve Fund (a reserve like the Bad Debts Reserve, to provide 
for a prospective loss on Investments). 


Donations from the Reserve Fund. 

A note should be added here that some societies (including 
the Co-operative Wholesale Society) make their donations to 
charities from the Reserve Fund according to rule, and this 
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secondary use of a reserve fund should not be overlooked, as it not 
only affects the value of the reserve fund for its primary purpose 
of meeting unexpected losses, but also involves a different method 
of treating donations in the accounts of a society. In such a case 
the amount donated from the Reserve Fund should be brought in 
on the Cr. side of the Disposable Balance Account, Part A, and 
debited on the Dr. side under the heading of Charitable Donations. 


Hidden Reserves. 

When an asset included in the Statement of Liabilities and 
Assets is undervalued, the difference between its stated value and 
its actual value is said to constitute a hidden reserve. Such a 
reserve may be created by a conservative valuation of the assets, 
but more often is created by consciously and intentionally under- 
stating the value of the assets. If the depreciation charge has 
been greater than the actual depreciation necessitates, a hidden 
reserve will arise from the first cause. If stock is deliberately 
undervalued by omitting certain items from the stock records, 
if items that might be charged as capital expenditure are charged 
as revenue expenditure, or if investments are included among the 
assets at less than the market price, a hidden reserve will arise 
from the second cause. As no book-keeping records are kept of 
these reserves—it is because they are not recorded in the Statement 
of Liabilities and Assets in the balance sheet that they are described 
as hidden reserves-—the question of entry in the accounts does 
not arise. Such reserves are merely an undisclosed surplus of 
assets over liabilities, which add to the financial strength of the 
society; but so long as they exist, the balance sheet is not a correct 
statement of the position of the society. ‘The creation of hidden 
reserves is defended on the ground that such funds are not as 
readily drawn upon for dividend purposes as ordinary reserve funds. 
The surplus disclosed in any trading period is, of course, reduced 
by the amount of hidden reserve created during that period. 


EXTENDED USE OF THE JOURNAL. 


In several previous chapters, reference has been made to the 
Journal] and its employment as a book of primary entry; and 
it was employed in recording some of the transactions of the New- 
way Society, in order that the student might become familiar 
with certain classes of entry for which it serves as a primary book 
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of entry, and become familiar, also, with the method of entering 
and posting these Journalitems. It is now necessary to add that the 
Journal is often, though not always, employed for certain other 
classes of entry, which we shall now explain. 


The Use of the Journal for Recording Transfers. 


The student will remember that the Trading Account balance 
was transferred to the Final Revenue Account. It was a Trading 
Account surplus, and was a debit in the Trading Account and a 
credit in the Final Revenue Account. If we adhere strictly to the 
tule that all entries before being entered in the Ledger should first 
be entered in one of the books of primary entry, this entry should 
have been journalised as follows :— 

Lm sic: £ s. d- 
PIPER UA CCO UE wrctomsren soe eleseaclasmace scr ener oe tel JDyy, ats) OO) 
Binal Revenue AGCOuUunNt! cs. .-etcccss sve Cr. 36 0 0 

Similarly, the transfer of the balance of the Investments 
Revenue Account to the Final Revenue Account should have been 
journalised; and so should (a) the transfer to the Disposable Balance 
Account of the balance of the Final Revenue Account; (b) the 
share interest items in the Balance Disposable Account; (c) the 
transfer of the Balance Disposable Account to the Statement of 
Liabilities and Assets; (d) the item of stock in hand, which should 
have been debited to the Statement of Liabilities and Assets and 
credited to the Trading Account; and (e) the transfer of the balances 
of the Impersonal Ledger Accounts to the Trading Account and 
Investments Revenue Account. 


The foregoing examples will serve as a sufficient illustration 
of the employment of the Journal for the purpose of transferring 
balances from one account to another. It is very much better to 
journalise the transfers in this way instead of transferring a balance 
direct from one account to another, as it is more likely that one 
side of the transfer will be overlooked by the direct method than 
by the journalising method. Although it is considered wiser 
by many accountants to adhere to the rule already laid down, 
and enter no item in the accounts that has not originated in the 
Journal or other book of primary entry, direct transfers are made 
by some book-keepers, who, in order to save the time and trouble 
involved in the journalising of transfers, are prepared to take the 
risk of errors arising out of the shorter method they adopt. 
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Journalising the Transfers to the Statement of Liabilities 
and Assets. 

There is, however, still another class of transfer entry for which 
the Journal is often employed, but the case for journalising it is 
perhaps not as strong as the case for journalising the other transfers. 
We have seen that the Statement of Liabilities and Assets is 
compiled from the outstanding balances in the various Personal 
and Impersonal Ledgers after all the accounts up to the Final 
Revenue Account have been prepared. Some accountants recom- 
mend the closing of these accounts in which there are balances, 
by a transfer to the Statement of Liabilities and Assets, instead 
of bringing down the balances direct (as explained on page 50) 
and summarising them. 

These transfers and the closing of the accounts are accomplished 
by debiting or crediting the accounts in which there is a balance, 
and transferring the balances to the Statement of Liabilities and 
Assets, the Journal being employed as the book of primary entry 
for these transfers. The result of the adoption of this practice 
is that the only account left at the end of the trading period is the 
Statement of Liabilities and Assets, all the others being closed. 
At the commencement of the succeeding trading period, the items 
in the Statement of Liabilities and Assets are again journalised 
and the balances (representing liabilities and assets) are restored 
to their respective accounts, which are thus re-opened with com- 
mencing entries for the next trading period. From the point of 
view of theory and strict adherence to principle, there is much to 
be said for the practice here explained; but its adoption causes 
extra work, which many book-keepers do not think is justified 
by the benefits gained; and if a trial balance has been prepared 
before compiling the Statement of Liabilities and Assets, there 
is not much risk of any item being overlooked. 


STOCKS AND STOCKTAKING. 
The Recording of Stock. 


Before the accounts for a trading period can be made up, the 
value of the stock on hand has to be ascertained. Various methods 
of taking stock are adopted, but they need not be explained and 
discussed here. It will suffice to say that the stocks should be 
checked for quantity and quality by an independent person qualified 
for the work, and they should be entered in a book (not on sheets, 
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which may more easily be misplaced and lost than a book), which 
should be signed by the person who has taken the stock and by 
the person who has checked the stock. The prices should be added 
for the various items and the items extended, thus giving the 
value of each item and, by totalling, the value of the whole stock. 
The prices and the extensions (i.e., the calculations) and the totals 
should all be checked, and their accuracy vouched for by the 
persons who have been responsible for their insertion and for the 
checking, these persons initialling, or signing, the stock book to 
give their authority to the figures. 


The Basis of Valuation of Stocks. 

The correct basis for valuing stocks is the price paid for the 
goods, or the present replacement cost, whichever is the lower. 
This is often stated in the phrase “‘ cost or present market value ’’; 
but the former statement is a more correct form, because “ present 
value’? may mean (retail) selling value, which is incorrect. In 
the past, and it may be at the present time, some societies have 
based their stock values upon retail values from which they deduct 
a percentage. This is wrong for at least two reasons: (1) If retail 
prices have advanced since the goods were bought (general prices 
rose continuously between 1914 and 1920, and prices of individual 
commodities are rising at all times), the society is taking to itself 
a profit on the goods the prices of which have risen, and it is quite 
wrong to take credit for this profit before the goods have been sold; 
(2) the percentage deducted from the stock valued at retail prices 
is usually the rate of the gross surplus or profit on the sales as a 
whole, but this is a wrong percentage, for the proportion of, say, 
butter sales to total sales is not necessarily the same as the pro- 
portion of butter stocks to total stocks. If a society has a big 
turnover of goods bearing only a small margin, or surplus, its rate 
of gross surplus will be less than the average difference between the 
cost and selling value of the stocks as a whole; and the rate of 
gross surplus will be an insufficient rate to deduct from the retail 
value of the stocks to bring them to cost value. 


To take goods into stock at selling prices is obviously wrong, 
because the goods are not worth these prices until they have been 
sold. If they were taken into stock at retail values and the expenses 
of selling them had to be met in a subsequent trading period, the 
first trading period would benefit unjustifiably and the second 
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trading period would suffer unjustly. In addition, the balance 
sheet would be an untrue statement, for the value of the stocks 
would be overstated. 


Why Cost Price or Present Replacement Cost should be the 
Basis of Stock Valuation. 
The justification for taking goods into stock at present replace- 
ment cost when prices have fallen is the desirability of attributing 
to each trading period the losses of that period. If a manager 
commenced a trading period with stocks that were overvalued 
in relation to selling prices, he could not be expected to produce 
a surplus for that period. If a manager buys unwisely during one 
quarter on a falling market, the loss should fall on that quarter’s 
trading. If prices are rising and replacement costs have therefore 
risen, the original cost is the best basis for stocktaking purposes, 
because prices may fall again before the goods are sold, and retail 
prices may not advance at the same rate as wholesale prices, if at 
all, for some time after wholesale prices have advanced. 


If retail prices do advance pro vata with wholesale prices, and 
stocks have been recorded at cost price, the department benefits 
from the realisation of a greater rate of surplus upon those goods 
in stock that were bought before prices rose. The benefits are 
therefore only deferred, not lost. 


Writing Down of Stocks. 

It is not uncommon, even when goods have been valued at 
the lower figure—original cost or present replacement cost—to 
deduct a further percentage to allow for deterioration and for 
emergencies. So far as this deduction is in excess of the amount 
necessary to bring the stock to actual value, the excess deducted 
causes the stock to be understated, and, as in the case of the under- 
statement of other assets, the amount by which the stock is 
understated is of the nature of a hidden reserve. The general 
practice of deducting a small percentage from the value of stocks 
is, however, a sound one that is to be commended. 

Goods that remain in stock for some time usually decline in 
value. Millinery, draperies, boots and shoes, and similar goods 
become soiled and old-fashioned, and foodstuffs lose their attractive 
appearance and some of their qualities by keeping. They may, 
therefore, have to be sold at a lower price than was contemplated, 
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and they may even have to be sold at less than cost price. Where 
goods have been in stock for some time it is therefore necessary to 
write down their value at each successive stocktaking, so that 
when they are sold they will yield a surplus over the stocktaking 
value. To facilitate this reduction at the time of stocktaking, 
many societies now cause draperies and similar goods to be marked 
with a private sign at the time of purchase, this sign indicating the 
quarter, half year, or year in which the goods were bought. 


SUPPLEMENTARY AND ALTERNATIVE 
ACCOUNTS. 

The accounts explained in the previous chapters of this book 
relate to a society with only one department. Such a society 
was selected in order to avoid the complications of departmental 
accounts which are too difficult for a beginner to comprehend. 
The departments of a large society are numerous, and besides a 
normal type of departmental accounts stitable for all distributive 
departments, a special type of accounts is necessary for some of the 
departments, e.g., for the farms. ‘There are also amplifications of 
the simple accounts explained in Chapters I. to XIII., and these 
amplifications of the ordinary and departmental accounts, as well 
as the special accounts for special departments, will be considered in 
Part II. of this book; but the elementary student should know that 
provision is made for them and that the Co-operative Union 
publishes a special booklet containing a standard form for these 
alternative and supplementary accounts. 


WORKING OUT THE BALANCE SHEET FROM 
THE TRIAL BALANCE. 

It is possible to make out the balance sheet accounts from the 
trial balance, and examination candidates are often asked to do so. 
A few words on the subject may, therefore, be helpful. Usually, 
the trial balance included in an examination test does not include 
the adjustments that have to be made at the end of the trading 
period. 

The candidate may be given the items in single column form 
and have to make up his own trial balance from them, and he 
should first be sure that the trial balance balances. It is useless 
to expect a correct result if the trial balance does not balance before 
the adjustments are made. Having satisfactorily completed the 
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trial balance, the candidate should journalise the adjustments and 
incorporate the journalised items in the trial balance (on the same 
side as in the Journal). Stock on hand in the trial balance is the 
stock to begin; it was in the previous balance sheet as an asset, 
and a trial balance of the liabilities and assets in that balance sheet 
would be the Statement of Liabilities and Assets reversed. As 
nothing has since happened to affect the stock item as a Ledger 
entry, it still remains a Dr. item; and it appears as such in the 
trial balance at the end of the next trading period. Stock on hand 
at the end of the trading period does not appear in the trial balance 
unless it is put there by journalising it—debiting the assets and 
crediting the Trading Account. 


The Rules for Building Up the Balance Sheet from 
the Trial Balance. 

The candidate should total the trial balance again with the 
journalised items incorporated, and having found that the Dr. 
and Cr. items agree, he can proceed to prepare the accounts for the 
balance sheet. The rules are simple. Items in the Dr. column 
in the trial balance appear on the Dr. side of the various Revenue 
Accounts, or on the assets side of the Statement of Liabilities and 
Assets ; and items in the Cr. column of the trial balance appear 
on the Cr. side of the various Revenue Accounts, or on the 
liabilities side of the Statement of Liabilities and Assets.* The 
balance of a Revenue Account is carried to the opposite side of 
the account when carried to a Revenue Account, and to the same 
side when carried to the Statement of Liabilities and Assets. 
Hence the following rules :— 


(1) Items in the trial balance carried to the Revenue Accounts 
are entered on the same side as that upon which they 
appear in the trial balance. 

(2) Items in the trial balance carried to the Statement of 
Ifabilities and Assets are carried to the side opposite 
from that upon which they appear in the trial balance. 

(3) The balance of a Revenue Account is carried to the 
opposite side when carried to another Revenue Account, 
and is carried to the same side when carried to the 
Statement of Liabilities and Assets. 


* The student must learn to distinguish which are Revenue Account items and which are Assets 
and Liabilities. The distinction has been clearly explained in earlier chapters. 
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The stock on hand at the end of the period, if not already 
carried there from Journal entries, must be entered on the Cr. 
side of the Trading Account and the assets side of the Statement 
of Liabilities and Assets. 


If the foregoing rules are followed, the balance sheet accounts. 
should balance. This will be fairly obvious upon reflection. 
The debits and credits in the trial balance agreed. The net 
surplus from the Revenue Accounts is the difference between the 
debits and credits in those accounts—a surplus of credits—and 
when this amount is added to the remaining Cr. items of the trial 
balance which appear in the Statement of Liabilities and Assets, 
these Cr. items—the liabilities—should agree in total with the 
Dr. items—the assets. 


THE AUDIT OF ACCOUNTS AND SIGNING OF THE 
BALANCE SHEET AND ANNUAL RETURN. 


The Industrial and Provident Societies Act of 1913 provides 
that “every registered society shall once in every year submit 
its accounts for audit to one or more public auditors,” and the 
Act of 1893 provides that “ the auditors shall have access to all the 
books, deeds, documents, and accounts of the society, and shall 
examine the balance sheets showing the receipts and expenditure, 
funds and effects of the society, and verify the same with the books, 
deeds, documents, accounts, and vouchers relating thereto, and 
shall either sign the same as found by them to be correct, duly 
vouched, and in accordance with law, or specially report to the 
society in what respects they find them incorrect, unvouched, or 
not in accordance with law.”’ It is therefore necessary to have the 
books and accounts of a society audited at least annually by a 
public auditor, and the auditor must sign the balance sheet. The 
auditor must also sign the Annual Return, which every society 
must forward to the Registrar of Friendly Societies in prescribed 
form every year. 
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SUMMARY. 


STATEMENT OF TRADE EXPENSES RECORDED ACCORDING TO NATURE, 
This statement can be built up from the data in the Invoice Analysis Book 
by taking out, on paper and with the assistance of the adding machine, the 
items under each “nature ”’ heading, or by posting the items of each class 
to a separate Ledger Account. 


ADJUSTMENTS.—Adjustments are of two classes. The first class includes 
items which are a definite charge or credit and are finally disposed of when 
they are entered n the Ledger and balance sheet. _ The depreciation charge 
is an example of such an item, The second class includes items which are 
either estimates or are a part of a charge, or credit, which will come forward 
at a later date for a period of which the period covered by the adjustment 
is only a part. Share investment interest that is calculated half-yearly and 
will be credited for the full period by the payer at a later date is an example 
of such an item, the interest for the portion of the half year being estimated 
if the balance sheet covers only a portion of the half year. In the case of 
entries of the second class, the Journal entries are reversed after the balance 
sheet has been made out. 


DEPRECIATION AND APPRECIATION.— Depreciation may arise through 
obsolescence or wear and tear; and allowance must be made for both these causes 
of depreciation when fixing the depreciation charge. The depreciation charge 
may be based upon either the original value or the nominal value of the asset. 
The former basis is the best one to adopt. The Co-operative Union recom- 
mends depreciation on original values at the following rates: Buildings and 
shops, 24 per cent; fixtures, 10 per cent; and rolling stock, 20 per cent. 
Special depreciation is the application of special amounts as a depreciation 
allowance in excess of the normal rate of depreciation of an asset. Apprecia- 
tion is the converse of depreciation, and consists of writing up the value of 
an asset. 


PROPOSED DIsposaAL OF AVAILABLE BALANCE.—This is the recommenda- 
tion of the society’s committee regarding the disposal of the available balance. 
It is included either in the committee’s report or in the balance sheet. The 
proposed disposal, after approval by the members, becomes the actual disposal, 
and, as such, is entered up as Part A in the Disposable Balance Account in 
the next balance sheet. 


EDUCATION GRANT OR CHARGE:—The provision for education may be 
treated as a trade expense, as a Final Revenue Account charge, or as a part 
allocation of the surplus disposable. It may be either a fixed annual sum, a 
variable annual sum without fixed basis a sum based upon membership and 
therefore varying with membership, or a percentage of the net surplus. 


INTEREST CHARGES AGAINST REVENUE AND THE BASIS THEREOF.—The 
charging of interest to each department for the amount of capital it employs 
in the form of land, buildings, and fixtures, and in the form of stocks, is 
justified by the method of distributing the surplus in Co-operative Societies, 
and by the necessity for each department to contribute its quota to the fund 
for providing the interest payable on share capital. It also establishes equity 
between the departments in regard to capital charges, and encourages depart- 
mental economy in the use of capital. Nominal value of buildings and 
fixtures is the correct basis of the interest charge upon these assets, and the 
average quantity of stock held is the correct basis of the charge for interest 
on stocks. 


RESERVES, RESERVE FUNDS, AND INSURANCE FUuNDS.—Besides the 
General Reserve Fund, societies have special reserve funds, such as the 
Dividend Equalisation Fund. Reserves such as Bad Debts Reserve, which 
are a provision for a liability which is certain in its occurrence, but perhaps 
uncertain in amount, are not reserve funds, because they do not represent 
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a surplus of assets over liabilities. Insurance funds are, generally, of the 
nature of reserve funds. Some societies make their charitable donations 
from the Reserve Fund. A ‘“‘ Hidden Reserve ’”’ is a reserve that is not dis- 
closed in the Statement of Liabilities and Assets. It is created by overstating 
the liabilities or understating the assets. 


EXTENDED USE OF THE JOURNAL.—Some accountants recommend that 
the transfer of balances from one account to another should be made through 
the medium of the Journal, and not direct. The employment of the Journal 
for this purpose satisfies the requirement that all Ledger entries should have 
their origin in a book of primary entry, but extra work is involved, which 
some persons do not think necessary. The balances of the accounts which 
appear in the Statement of Liabilities and Assets can also be transferred to 
this statement through the medium of the Journal, and after the preparation 
of the balance sheet can be transferred back to the Ledgers through the same 
medium, to form the first entries for the subsequent trading period. 


STOCKS AND STOCKTAKING.—Stocks should be valued at cost price, or 
present replacement cost, whichever is lower. Retail prices, less a percentage, 
are an incorrect basis. Where goods have been in stock for some time, they 
should be written down at each successive stocktaking. 


SUPPLEMENTARY AND ALTERNATIVE ACCOUNTS.—Large societies with 
several departments, some of which are of a special nature, require to publish 
more detailed accounts than a small society with only one department. The 
necessary accounts are explained in Part II. of this book, and the Co-operative 
Union publishes a booklet containing typical forms of account for the various 
needs of societies. 


WORKING OUT THE BALANCE SHEET FROM THE TRIAL BALANCE.—It is 
possible to make out a balance sheet from a trial balance after the adjustments 
have been incorporated and allowance has been made for stock on hand at 
the end of the period. The items in the trial balance appear on the same 
side when inserted in the Revenue Accounts, and the opposite side when 
entered in the Statement of Liabilities and Assets. The balances of the 
Revenue Accounts when transferred to other Revenue Accounts are trans- 
ferred to the opposite side of the account, and, when transferred to the State- 
ment of Liabilities and Assets, appear on the same side as that from which 
they have been transferred. A society’s books and accounts must be examined 
at least once a year by a public auditor, who must sign the balance sheet 
and also the Annual Return. 


QUESTIONS AND EXERCISES. 


1. Mention the two ways in which the Statement of Trade Expenses 
recorded according to nature may be compiled. From what source are the 
data obtained ? 

2. Prepare a Statement of Trade Expenses recording the expenses according 
to nature, inserting about ten classes of expense and the amount of each class 
of expense. 

3. Prepare a Statement of Trade Expenses as required in Question 2, but 
showing also the allocation of each amount of expense on a functional basis. 
In answering this question, use your own judgment as to the amounts to be 
included under each functional heading. 

4. What are the two classes of adjustment made at the end of a trading 
period, and in what respects do they differ ? Give two examples of each class. 


5. Certain items which are the subject of an adjustment entry at the close 
of a trading period are connected with charges or credits for the next period. 
How would you treat these items at the commencement of the next trading 
period ? Show the necessary Journal and Ledger entries for four items that 
ate the subject of such adjustment entry. 
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6. Mention six classes of items, other than the two mentioned below, 
that have usually to be the subject of adjustment entries through the Journal. 
Give the Journal entries required for adjusting the following charges :— 

(a) A quarter’s depreciation on buildings of original value of £1,200, 
the rate of depreciation being 24 per cent per annum. 

(b) Rates for the quarter, April 1st to June 30th, the amount of £60 for 
the half year, April Ist to September 30th, being paid in May. 

7. What is depreciation, and what causes give rise to it ? How is it allowed 
for in the accounts of a society ? 

8. Why is the rate of depreciation higher for rolling stock than for fixtures, 
and higher for fixtures than for buildings ? 

9. What are the two bases for depreciation charges ? Which basis is the 
best, and why ? 

10. What are (a) Special Depreciation and (b) Appreciation ? 


11. What is the Disposable Balance ? In which accounts is it to be found 
in the balance sheet ? 


12. Outline, in blank, the account included in the balance sheet showing 
the proposed disposal of the available balance. 


13. Give the Journal entries required to effect the carrying out of the 
disposal of an available balance of £1,200 for the following purposes: (a) 
Dividend to Members, £800; (5b) Allocation to Education Fund, £100; (c) 
Allocation to Reserve Fund, £200; (d) Allocation to Dividend Equalisation 
Fund, £100. 


14, What are the principal four bases upon which provision for educational 
purposes is made ? To which accounts may the provision be debited in each 
case ? 


15. Why is it correct to charge a society’s trading departments with 
interest upon the capital they employ in the form of (a) land, buildings, 
fixtures, etc., and (b) stocks of goods ? 

16. Upon what basis of value is the interest charged in the case of (a) land, 
buildings, fixtures, etc., and (b) stocks? What is an appropriate rate of 
interest to charge ? 

17. In what Ledger Accounts are the interest charges recorded in the case 
of (a) buildings; (b) stocks ? Give the Journal entries required to record the 
charging of interest for these purposes to a department. 

18. Mention some reserve funds, other than the General Reserve Fund, 
and indicate what entries are made in the Journal when (a) these funds are 
being increased, and (b) when these funds are being drawn upon. 

19. How does a reserve for bad debts differ from a reserve fund ? 


20. Mention some of the insurance funds to be found in co-operative 
balance sheets. How far is it true that insurance funds are reserve funds ? 

21. What is a Hidden Reserve, and how is it created ? 

22. What Journal and other entries are required when charitable donations 
are made from the reserve fund ? 

23. Explain, with three illustrations, the employment of the Journal 
for recording the transfer of balances from one Ledger Account to another. 

24, What precautions should be observed to ensure the accuracy of the 
amount taken into the balance sheet as the value of stock-in-trade ? 

25. What is the correct basis for recording the value of goods in stock ? 
Why are retail prices less a percentage an incorrect basis of stock valuation ? 

26. Describe the procedure of building up the balance sheet accounts 
from a Trial Balance when certain adjustments have first to be made. 
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27. Journalise the following adjustments, and then incorporate them in 
the Trial Balance given below :— 
Depreciation on buildings at 24 per cent per annum, 
Rates paid in advance, £39, of which £26 belongs to current half 
year and £13 to the next half year. 
Interest on members’ share capital, £60. 
Reservation for prospective loss on bad debts, £20. 


Stock on hand at end of period, £200. Dr. Cr, 
SLOCITOMm Man Cet op edt umes ctv siete osierieieisroliematein’ 250 a 
Purecnases Ors alii year wesatecstscsee seisyeiviccrsia cece siete jac 800 ae 
Saleshtor tality cata cesckaictsismasac bevels ce siiisemeris rive scsi ane 1200 
All radinig expenses for Half Year on. 5c... <eencssaese 100 308 

SESn aie logis Gecdecaaon enticed csneoaeoeane coseon cera toeserar 1450 
UMC Le DEOLS eas saec cee setae im sine cee binreiciin's isleinlojreyaree amare 200 a 
SU ye CRE CUTOTS caine cras coi cleissisls sce Saercictress sistisleissretiecietnes Stic 100 
Meta petsms HareuCa pital nee teste nicne/sicisicleiel-siciosieaiseere else eae 2500 
Share ives CMentSuesmee cease acisas dnsiieeewassssesasoasoorss 800 na 
SES UU Se creer mete esis e's se)s coi fols ole ais evislelseiclaalaiaiyisaiels ss 800 Sue 
TMESKES LENE CEMY AD Lem NGCO Ut Grasset ont siieisin eles ciossietelaj)e/sis/1= oat 20 
IRESCHV CPEs WU cewatcme coc wisiere sce cleies citld wield nivleletsinis Maaiwrarateios 500 
Disposable surplus brought forward .................55 80 


£4400 £4400 


28. Having completed the answer to Question 27, make out from the new 
Trial Balance the balance sheet accounts. 

29. The following is the Statement of Liabilities and Assets of the Ceedee 
Co-operative Society at the end of December. Journalise the items contained 
in it and open the necessary Ledger Accounts to show the commencing entries 
for the half year, beginning January :— 


STATEMENT OF LIABILITIES AND ASSETS, 


LIABILITIES. fe ASSETS. £ 
1. Shares— 1, Stocks— 
Withdrawable Shares...... 2000 ditadite OfOCkSe, ose semen cen 600 
Ze Loans, ete — 2. Property— 
Savings-Bank Deposits’... 200 Buildings used in Trade... 800 
Woath Capitaleeace- cere 800 Fixtures and Fittings...... 200 
3. Various Liabilities— 3. Investments— 
Creditors, for Goods........ 500 (a) Shares, I. & P. Societies 1000 
Amount Appropriated for (b) Loans, I. & P. Societies 200 
Share Interest not yet 4. Various Assets— 
credited to Share Capital Accounts paid in advance 100 
INCOM Demeester sere ecaces 50 (Gyn Shit dsveh aval’ ecogcnucasoccdos 100 
4. Reserve & Insurance Funds— A rate Batilk <4 denctarcss ses 1750 
General Reserve ............ 500 
Dividend Equalisation F’d 200 
Plate Glass Insurance F’d 100 
Balance disposable.......... 400 
£4750 £4750 


30. On which side are the Trial Balance items entered when making up 
(a) the Revenue Accounts, and (b) the Statement of Liabilities and Assets ? 
To which side of the accounts are balances of the Revenue Accounts carried ? 
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CHAPTER: XV. 


CHEQUES. 


THE CONVENIENCE OF CHEQUES. 


HEQUES are a convenient medium for the transfer of 
ownership of money lying at the bank, and they are much 
used by debtors to pay the accounts they owe, as they 

render unnecessary a withdrawal in cash from the bank for this 
purpose. ‘The inconvenience and cost of transmitting coin are saved 
to the debtor by the simple expedient of sending a cheque by post 
to his creditor; and his creditor, if he has a banking account, finds 
it easier to deal with payments received in the form of cheques 
than in the form of cash. Not only business men, but private 
individuals as well, now find it a convenience to use a cheque book; 
and, therefore, it has become increasingly necessary for those who 
are engaged in the offices or shops of a Co-operative Society to 
have some knowledge of cheques. 


What are Cheques ? 


Cheques belong to the family of documents known as “ bills 
of exchange,” and the law relating to bills of exchange covers 
cheques.* Bills of exchange, other than cheques, are not often seen 
in the offices of Co-operative Societies, and will not be considered 
here; but they are extensively employed in non-co-operative 
businesses, particularly in the import and export trades. 


‘ 


The definition of a cheque as “a bill of exchange drawn on a 
banker and payable on demand ’’} clearly indicates its classifica- 
tion among commercial documents. It differs from other bills 
of exchange, mainly by reason of the fact that it does not require 


+ Another definition is: “ A cheque is an order upon a banker to pay a specified sum of money 
to a person named, his order, or to bearer,” * 
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to be “accepted’’t by the drawee in the same way that other 
bills of exchange usually are, and it is payable on demand, whilst 
other bills may be payable at a future date. Cheques must bear 
a twopenny stamp, which may be either an adhesive stamp or an 
imprinted stamp of the type usually found on cheques. It is usual 
to use the cheques supplied by banks in book form; but this is not 
essential, as any piece of paper properly stamped meets the legal 
requirements. 


Three Parties to a Cheque. 

There are three parties to a cheque, as to other bills of exchange, 
though one person may act in two capacities. The three parties 
are :— 

(1) Drawer—the person who writes out and signs the cheque. 


(2) Drawee—the person upon whom the cheque is drawn, 
viz., the bank. 


(3) Payee—the person to whom the amount of the cheque is 
payable. 

The drawer of a cheque requires the drawee to pay a specified 
sum of money to the payee. The drawer of the cheque may also 
be the payee. In the following example the drawer is John Smith, 
the drawee is the Co-operative Wholesale Society Itd., and the 
payee is the Co-operative Insurance Society Ltd. 


No. 7/100001 — September 30th, 1925. 


To the ia faa 
2 | 
CO-OPERATIVE WHOLESALE SOCIETY LIMITED, fe 
MANCHESTER. | STAMP. 


Pay to Co-operative Insurance Society Ltd., or Order 


~ Pounds Shillings | Pence 
a =. | aa Ys en ees i. ae 
Fifty | Ten | S1% 
£50. 10s. 6d. John Smith. 


THE ABOVE IS AN OPEN ORDER CHEQUE. 


t‘‘ Accepted” in this connection has a special meaning, and signifies that the drawee agrees to 
pay the amount of the bill, an agreement which he expresses by writing ‘‘ accepted ” across the face 
of the bill and signing his name to the acceptance. 


N 


194 CHEQUES. 


Classification of Cheques. 


Cheques may be classified in two ways: First, as either (a) 
Order Cheques or (6) Bearer Cheques, and, second, as either (a) 
Open (or uncrossed) Cheques or Crossed CHeques; whilst Crossed 
Cheques may be further classified as cheques crossed generally or 
cheques crossed specially. 


It will be convenient to set down these various classes in tabular 
form. 


Cheques may be classified as:— 


A. (1) Order cheques, which may be either open or crossed 
cheques. 


(2) Bearer cheques, which may be either open or crossed 
cheques. 


B. (1) Open (or uncrossed) cheques, which may be either order 
or bearer cheques. 


(2) Crossed cheques, which may be either order or bearer 
cheques. 


Crossed cheques may be crossed (a) generally or () specially. 
Examples of various classes of cheque are given below and on page 
195. It will be our next task to explain the various classes of cheque, 
and indicate the difference between them. 


1. BEARER CHEQUE—UNCROSSED. 


No. A/3007. September 30th, 1925. 
To the | ap, 
CO-OPERATIVE WHOLESALE SOCIETY LIMITED, oa 
MANCHESTER. STAMP 


Pay to Robert Williams, or Bearer | 


Pounds _ Shillings Pence 


Ten Fifteen Six 


| £10. 15s. 6d. Fred Jones. 
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2. ORDER CHEQUE—CROSSED GENERALLY. 


| No. B/8037. September 30th, 1925. 
CO-OPERATIVE WHOLESALE SOCIETY LIMITED, a 
: STAMP. 
Pay to Ro | 
Pounds Pence 
Twenty | Nine 
#205 7S.. 94, Henry Maine. 
3. ORDER CHEQUE—CROSSED SPECIALLY. 
No. C/17852. September 30th, 1925. 
To the ee 
CO-OPERATIVE WHOLESAL y LIMITED, ra 
oe STAMP. 
Pay to Willeauat ; 
1) 1 
| Pounds | ills Pence 
| -— 
| Eighteen } Four | 
Greenvalley Co-operative Society Ltd. 

John Lord, Chairman. 
£18 6s. 4d Frank Stone, Secretary. 
4. ORDER CHEQUE—CROSSED GENERALLY AND NOT NEGOTIABLE. 

No. D/18256. September 30th, 1925. 
To the 
CO-OPERATIVE WHOLESAL LIMITED, Pe 
MANCHESS ; STAMP. 
Pay to Willzam Sings Order, 
see 
| Pound Shillings Pence 
{ Ninety-five Fourteen Nine 
| £95. 14s. 9d. Samuel Rhys Davies. 
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ORDER CHEQUES AND BEARER CHEQUES. 
Order Cheques. 


An order cheque is a cheque made payable to a person named 
in the body of the cheque or his order; it instructs the bank upon 
which it is drawn to pay the amount specified, either to the payee 
mentioned in the cheque, or to any other person named by the 
payee in an endorsement at the back of the cheque, or, if the payee 
endorses the cheque in blank, i.e., merely signs his name on the 
back of the cheque, to any person who presents it. An order 
cheque when endorsed in blank becomes, in effect, a bearer cheque, 
since it can pass from hand to hand, and each person who receives 
it after this endorsement can, if he wishes, secure payment without 
intermediate holders having to endorse it. Endorsements are 
explained on pages 202 and 203. 


Bearer Cheques. 


A bearer cheque is payable to anyone who is the bearer or 
holder of the cheque for the time being; and there is no need for the 
person mentioned as payee on the face of the cheque to endorse 
it before the drawee bank will pay it, though the bank will usually 
request the person presenting it to endorse it in order that payment 
may be traced. A bearer cheque will therefore pass from hand to 
hand more readily than an order cheque. The fact that it does not 
require endorsement by the payee mentioned on the face of the 
cheque distinguishes a bearer cheque from an order cheque. 

A bearer cheque can be altered to an order cheque by any holder 
of it. He merely requires to alter the words “ or bearer ’’ on the 


‘ 


face of the cheque to “or order’; no initialling of the alteration 
is required, but is desirable. An order cheque can be converted 
into a bearer cheque only by the original drawer, who must alter 
the words “or order” to “‘ or bearer,’ and initial the alteration. 
If there are two or more signatures to the cheque, the alteration 


must be initialled by all of them. 
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OPEN CHEQUES AND CROSSED CHEQUES. 
Open Cheques. 


An open, or uncrossed, cheque is a cheque across the face of 
which there is no writing or mark conveying an instruction to the 
bank upon which it is drawn not to pay cash across the counter 
for the amount of the cheque. Certain marks and phrases (which 
will be explained in a subsequent paragraph) on crossed cheques 
have by usage become instructions to the bank not to pay cash 
across the counter for cheques so marked. These crossed cheques, 
which can still pass from one person to another, have ultimately 
to be paid into a banking account; their value is collected by the 
bank into which they are paid; and the amount is credited to the 
account of the person on whose behalf they are paid in at the bank. 

The payee cannot normally secure cash for it from the drawee bank. 


On the other hand, a person who is the rightful owner of an open, 
or uncrossed, cheque may take it:to the bank mentioned in the 
cheque (i.e., the drawee bank) and, after endorsing it, secure cash 
for it, provided, of course, there are funds sufficient standing to the 
credit of the drawer of the cheque. ‘The payee is not forced to draw 
cash for the cheque, or “ cash the cheque” as the phrase runs, but 
may pay it to the credit. of his own account at his own bank for 
collection, and he usually finds it more convenient to do so. Open 
cheques are 1equired when a cashier goes to the bank to draw 
money for wages; but where accounts are being paid by cheque, 
and particularly if the cheques are being sent by post or messenger, 
they should be crossed in order to limit the possibility of theft 
or misuse. Any holder of an uncrossed cheque can cross it either 
specially or generally; and the drawer of a crossed cheque can cancel 
the crossing by writing on the cheque “‘ Pay cash” and signing the 
alteration. 


Crossed Cheques. 

There are various kinds of crossing, but the essential feature 
of them all is that banks are warned by them to pay the cheques 
through the medium of a banker and banking account, and not 
in cash across the counter to the payee. 
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The following are examples of the commonest kinds of crossing, 
the crossing’ being written or printed from the bottom to the top 
of the cheque (see illustration, page 195) :— 


1 re Two parallel lines. 


9 Co: The words “ & Co.” 


Two parallel lines with the words 
Co: “& Co.” between. This is the 
usual form of a general crossing. 


pe ie The usual form of a special 
4 Ee, a ) crossing, consisting of a general 


crossing with the name of a bank 


wes giv? added. 
qt 7) 
Wve: An additional crossing to restrict 
40 : 
e F NI 20 negotiability. 
itl” A crossing intended to prevent a 
‘ pay” cheque being passed from hand 
A\o to hand. 


Any one of the foregoing crossings would be sufficient to prevent 
a payee securing cash for a cheque across the counter of a bank. 
The person entitled to the cheque may pay it to the credit of his 
account at his own bank, and by means of his own cheques draw 
against this account after the bank has collected the amount of 
the crossed cheque from the bank upon which it is drawn; but 
he is not entitled to have cash in direct exchange for it, though 
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banks will occasionally forego their rights and cash a crossed cheque 
as a convenience for a person well known to them. 


A cheque may be crossed either (a) specially, or (b) generally, and 
examples of the two kinds of crossing are given on page 198. 
Nos. 1, 2, 3, and 5 are examples of general crossings, and No. 4 is an 
example of a special crossing, whilst No. 6 is a qualified crossing, 
less restrictive in some respects than a special crossing, and more 
restrictive in others. A cheque is crossed specially when the name 
of a bank is written across the face of the cheque as part of the 
crossing; and a cheque so crossed can only be collected by the 
bank named in the crossing, and therefore it has to be paid in 
at that bank. The crossing of a cheque is a general one when a 
bank is not mentioned in the crossing. A cheque bearing a general 
crossing can be collected by, and paid in at, any bank. ‘The holder 
of a generally-crossed cheque can add a special crossing if he wishes 


Reasons for Special and General Crossings. 


The object of a person who crosses a cheque, either generally 
or specially, is to diminish the risk of fraud. A person who acquired 
an open cheque dishonestly might forge the endorsement of the 
rightful payee and secure payment of the cheque, leaving no trace 
behind him. If, however, a cheque is crossed, even if it bears but 
a general crossing, it must be paid through a banking account, 
and a person who has dealt with a crossed cheque dishonestly 
can, therefore, be more easily traced. The addition of a special 
crossing gives a further security against misuse of the cheque. 
Suppose a cheque were made payable to John Smith and crossed 
generally. Any person who had a banking account—and one might 
be opened specially if the stakes were high enough—could forge 
Smith’s endorsement, add, if necessary, his own name, as is usually 
required by banks when cheques are paid in, pay the cheque to the 
credit of his (the forger’s) account, draw against the amount after 
the cheque had been collected, and decamp before the discovery 
of the fraud. 


If, however, the drawer of the cheque knows the name of the 
bank at which Smith keeps his banking account, he can cross the 
cheque in favour of that bank, and the risk of fraud is reduced. 
Being crossed in favour of Smith’s bank, it can be paid in only at 
that bank, and the officials at the bank may be supposed to be 
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sufficiently familiar with Smith’s signature to be able to detect 
any attempt to forge it; and their suspicions would be aroused if a 
specially-crossed cheque, payable to Smith, were paid in for the 
account of some other person. If the forger adopts the name 
of John Smith, and opens an account in this name in order to 
achieve his object by saying he is the John Smith for whom the 
cheque is intended, he also runs some risks, for the banks usually 
wish to know something about the persons for whom accounts are 
opened. 

When a cheque has been crossed it can be reconverted to an 
open cheque by the drawer writing across the face “‘ Pay cash”’ 
and signing this instruction. Where there is more than one signatory 
to the cheque, all the signatories must sign the alteration. 


“* Not Negotiable ’’ Crossing. 

The crossing “‘ Not negotiable,’ often found on cheques, needs 
a little fuller explanation than is usually given, for students 
frequently, but erroneously, suppose the crossing to mean that 
a cheque so crossed cannot be transferred from one person to 
another. A cheque with this crossing can be transferred, but it is 
not as likely to be transferred because of the restriction of rights 
imposed by the crossing. The definition of the crossing, that “a 
person taking a cheque so crossed has no more right to it than the 
person from whom he got it,” though correct, conveys but little 
meaning to the student who is unacquainted with mercantile law. 

The meaning of ‘‘ Not negotiable ”’ will be more clearly under- 
stood if negotiability is first explained. A negotiable instrument 
has been defined as an instrument ‘“‘the property in which is 
acquired by anyone who takes it bona fide, and for value, not- 
withstanding any defect of title in the person from whom he took 
it.” This definition involves the following characteristics of a 
negotiable instrument, viz.: (1) property in it passes from hand 
to hand by mere delivery; (2) the holder in due course is not 
prejudiced by defects of title of his transferor or previous holders; 
(3) the holder can sue in his own name; and (4) the holder is not 
affected by certain defences which might be available against 
previous holders, e.g., fraud, to which he is no party. 

A cheque is a negotiable instrument. Consequently, property 
in it passes by mere delivery, and a person who is a holder in due 
course is not prejudiced by the defective title of his transferor or 


, 


CHEQUES. 201 


of previous holders. Ifa person “ A’’ who pays a cheque to “ B”’ 
has stolen it, ‘‘ A’”’ has not a good title to the cheque; but if “B” 
has taken the cheque in a bona fide manner and for value, e.g., in 
payment for goods sold to “‘ A,” ““ B”’ has a right to receive payment 
for the cheque from the original drawer, and the loss would fall upon 
the person from whom “A ”’ stole it, just as the loss would fall 
upon him if “ A’’ had stolen a shilling from him and spent it at 
“ B’s’”’ shop on cigarettes which he smoked. 

The crossing “ Not negotiable ’’ deprives a cheque of its quality 
of negotiability. A person taking a cheque with this crossing 
acquires with it only the same rights as were possessed by the 
transferor. If the transferor had stolen the cheque, or for any 
other reason possessed only a defective title to it, the person 
accepting the cheque from him, even bona fide and for value—say, 
for goods bought by the transferor—would also have a defective 
title, and would not be entitled to receive payment for the cheque. 
The person from whom the cheque was stolen would be the last 
rightful owner—the last one with a good title to the cheque—and 
he would be the person entitled to payment of the cheque. 

A cheque crossed “‘ Not negotiable’’ may still be transferred 
from one person to another; but it is not accepted as readily as 
it would be without this crossing, for the person receiving it can 
never be perfectly sure that previous holders had an unqualified 
good title. The crossing “Not negotiable,’ therefore affords 
some measure of protection against dishonesty. A person receiving 
a cheque so crossed should bank it at once. 


** A/c. Payee only’’ Crossing. 

The crossing “ A/c. payee only ” reveals the intention of a drawer 
of a cheque to compel the payment of the cheque to the account of 
the payee mentioned on the face of the cheque, and to the account 
of no other person, thus preventing the payee from passing it on to 
a third party. It is not certain that the drawer of a cheque can 
legally limit its use by the payee in the manner intended; but the 
crossing is thought to add further security to a cheque, since such 
cheques are less readily accepted by other persons to whom the 
original payee may wish to transfer them by endorsement. 
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SOME OTHER MATTERS RELATING TO CHEQUES. 


Signatures. 

When a person opens a banking account, and intends to draw 
against his bank balance by means of cheques, he supplies the bank 
with a copy of his signature, so that the bank may compare the 
signature on any cheques presented for payment with the signature 
thus supplied. It is therefore necessary that the bank’s customer 
should exercise care in signing cheques. If John James Smith has 
given John J. Smith as his usual signature, the bank will be in order 
in refusing to honour a cheque signed J. J. Smith, or J. James Smith, 
The signature must agree with the form of signature supplied to 
the bank. 


In the case of some businesses, such as Co-operative Societies, 
two or more persons are given authority to sign cheques on behalf 
of the business. The arrangement made with the bank often provides 
that two or more of a specified number of persons may sign on behalf 
of the society. Any such authority must be communicated to the 
bank, in writing, in the form of a copy of the minute passed by the 
directors or committee, and must be signed by the chairman of the 
meeting, or the chairman and secretary. The signatures of the 
whole of the persons authorised to sign cheques must be forwarded 
to the bank; and the form of signature adopted by each authorised 
person must be adhered to when he signs a cheque for the society. 
The authority continues until revoked, and if an authorised person 
loses his seat on the committee and therefore, presumably, his right 
to sign cheques, the existing authority should be cancelled by a 
minute of the committee, which should substitute a fresh authority. 


Endorsements. 

Before an order cheque can be of value to a second payee the 
original payee must endorse it; and banks usually require all cheques 
paid in, or cashed, to be endorsed by the person presenting them for 
payment or collection. An endorsement is simply a signature on 
the back of the cheque. In the case of a bearer cheque, the endorse- 
ment is required by the bank to show who has presented it for 
payment. It is required also in the case of an order cheque 
presented by the original payee, whose endorsement must agree in 
detail with the payee’s name given on the face of the cheque, e.g., 
if a cheque is made payable to John J. Smith it must be endorsed 
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John J. Smith—not J. J.Smith. Designations like “ Mr.” or ‘“‘ Miss ” 
in a cheque can be ignored, and a cheque payable to Mr. John Smith 
is correctly endorsed if endorsed ‘“‘ John Smith.” 


Endorsements may be either (a) general (or open), or (2) special. 
In a general, or open, endorsement the payee writes his name 
without any further qualification, and the cheque can then be paid 
in at the bank or handed on to any other person or series of persons, 
the only other person required to endorse it being the one who 
finally pays it into the bank. It should be noted, however, that 
additional security is given to subsequent holders if every holder 
endorses it in turn, for each holder has a right to claim payment 
from all previous endorsers if the drawer or drawee fails to pay the 
ultimate payee. 

In a special endorsement the endorser (i.e., the one who endorses 
the cheque), who, of course, is himself a payee, mentions the name of 
a new payee. An example of a special endorsement of a cheque 
payable to Frank Lee would be— 

Pay to John Jones. or Pay to John Jones or order. 

Frank Lee. Frank Lee. 

In these illustrations Frank Lee is the endorser, whilst John Jones, 
the new payee, is the endorsee, i.e., the person to whom the cheque 
is endorsed. John Jones can now pay the cheque to his account, 
cash it if it is an uncrossed cheque, or transfer it to a new payee by 
endorsing it either generally or specially. 


Persons authorised to sign cheques are usually considered 
entitled, individually, to endorse cheques paid in to the account of 
a society, but the conditions applying to signatures would also 
apply to any endorsements of a cheque to a third party, e.g., the 
required number of signatures would be required for such an en- 
dorsement. Persons other than those entitled to sign cheques may 
be authorised to endorse cheques; and this is convenient in a 
Co-operative Society where a cashier, as well as the secretary, may 
be allowed to endorse cheques but not to sign them. 


Cheques Endorsed by Signature of Receipt Form. 

During the last twenty years a practice has grown up of printing 
a form of receipt on the face, or back, of a cheque, and the payee 
is asked to sign this acknowledgment of receiving the cheque 
before presenting it for payment. The drawer of the cheque is 
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willing to accept such receipt in place of the ordinary type of receipt ; 
he is saved the trouble of filing a separate receipt; and the receiver 
of the cheque is saved the trouble of making out a receipt and the 
expense of sending it to the payer of the account. This form of 
cheque is therefore convenient for both parties; but some critics 
express their doubt about the validity of cheques of this type; 
and the point has never been settled by legal decision. The critics 
say a cheque is a bill of exchange, and a bill of exchange is defined 
as an unconditional order; but if a cheque says to a banker “‘ pay the 
following sum of money, provided the receipt at foot hereof is duly 
stamped, signed, and dated,’”’* it has been decided that the cheque 
ceases to be unconditional and therefore not a cheque (bill of 
exchange) within the terms of the legal definition. The probability 
is that such cheques will be employed to an increasing extent, and 
where cheques of this kind are used the form of words employed 
should therefore be carefully chosen. 


Dishonoured Cheques and other Returned Cheques. 


Sometimes a person issues a cheque when he has no funds to 
meet it; and when the payee’s bank presents the cheque for pay- 
ment to the drawer’s bank, it is returned marked “‘No funds” 
or “ R/D ”’ (refer to drawer). Such a cheque, when returned because 
of the drawer’s inability to meet it, is known as a “‘ dishonoured ”’ 
cheque. The drawer can be sued for payment on a dishonoured 
cheque. 


Cheques are often returned for reasons other than dishonour. 
The signature or endorsement may be irregular, or the drawer may, 
tor some reason, have stopped payment of the cheque after issuing 
it (i.e., he may have instructed his bank not to meet it). He would 
probably do so if, for example, he found he had made a mistake 
when writing it out. 


When a cheque is not presented until some months have elapsed 
after it has been drawn it is known as a “‘stale”’ cheque; and 
a bank will usually refuse to meet a cheque which is six months 
old until a renewed authority is given by the drawer, and it will 
return it to the payee in order that this renewed authority may be 
secured by him from the drawer. 


* See Bavins v. London and South-Western Bank quoted in Stevens’ Mercantile Law (Seventh 
Edition), page 309. 
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Where the words and figures of a cheque do not agree, the 
words of the cheque decide the amount; but it happens, at times, 
that a bank will return a cheque that is defective in this respect in 
order that it may be corrected. 


Whatever be the reason, if a cheque is returned by a bank to 
a payee, the latter should credit the bank with the amount of the 
cheque (and expenses), just as he debited the bank when it was 
paid in; and he should debit the drawer of the cheque with the 
amount of the cheque (and expenses), just as he credited him when 
the cheque was first paid. 


Minor Matters. 
A cheque dated for some date ahead is known as a post-dated 
cheque. 


Where the drawer, or drawers, of a cheque alter the amount of 
a cheque, the alteration must be initialled by all the signatories. 


Care should be exercised in making out a cheque, so that the 
amount cannot be easily altered. The words (and figures) six, 
seven, eight, and nine, for example, can easily be altered to sixteen, 
sixty, etc., and no space should be left between these words (and 
figures) and the next one, so that additions cannot easily be inserted. 


In order to prevent unauthorised persons from altering the 
amount of cheques, it is not unusual for drawers of cheques to 
perforate the amount of the cheque on each cheque, besides writing 
the amount, or to write across the cheque “ Not above 
pounds,”’ and insert in words the number of pounds next higher 
than the amount of the cheque, e.g., ““ Not above seventy pounds” 
for a cheque tor £69. 14s. 6d. 


Cheques are, of course, intimately associated with the banking 
account; but as this chapter is already a long one, the procedure 
followed when “ paying in” cheques at the bank will be explained 
in the next chapter, in which banking matters, so far as they affect 
the elementary student, will be the subject of consideration. 
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SUMMARY. 
Cheques are a convenient medium for effecting payments. They belong 
to the category of documents known as “‘ bills of exchange.” A bill of 


exchange is defined as ‘‘ an unconditional order in writing, addressed by one 
person to another, signed by the person giving it, requiring the person to 
whom it is addressed to pay on demand, or at a fixed or determinable future 
time, a sum certain in money to, or to the order of, a specified person or to 
bearer.” A cheque may be defined as “‘a bill of exchange drawn on a banker 
and payable on demand ”’; or as ‘‘ an order upon a banker to pay a specified 
sum of money to a person named, his order, or to bearer.’”” Cheques differ 
from other bills of exchange in being always payable on demand and not 
requiring acceptance. 

There are three parties to a cheque: the drawer, the drawee, and the 
payee. All cheques must bear a twopenny stamp, affixed by the drawer 
or on his behalf. 


Cheques may be either bearer cheques or order cheques, and they may be 
either open (i.e., uncrossed) or crossed. Bearer cheques may be paid to any 
person, and order cheques may be paid only to the person mentioned as payee 
on the face of the cheque, or to some person after the original payee has endorsed 
it. Open cheques may be cashed at the counter of the drawee bank; but 
crossed cheques must be paid through a banking account. If they are crossed 
generally they can be paid in at, or collected by, any bank; but if they are 
crossed specially they can only be collected by the bank mentioned in the 
crossing. Crossing a cheque reduces the risk of fraud. A “‘ Not negotiable ” 
crossing takes away the negotiability of a cheque, and a person acquiring 
such a cheque acquires with it only the same rights as were possessed by the 
person from whom he received it. Such a cheque is still transferable, but 
with this limitation of negotiability. Cheques are sometimes crossed “ A/c. 
payee only,’ the purpose of this crossing being to limit payment of the cheque 
to the account of the original payee. 


The signature on a cheque must correspond in regard to signatories and 
form of signature with the authority given to the bank. Endorsements may 
be general (which enables any person to negotiate the cheque), or special 
(which limits the power of negotiating the cheque to the person mentioned 
in the endorsement), 


A cheque is dishonoured when the bank refuses to pay it because the drawer 
has no funds. Such cheques are returned to the payee last mentioned in the 
endorsement, i.e., the person who paid it in for collection. Cheques are often 
returned for reasons other than dishonour, e.g., discrepancy between figures 
and words. When a cheque is returned for any reason, the drawer should be 
debited and the bank credited with the amount of the cheque and expenses 
incurred. Stale cheques are cheques which have not been presented for 
some time after the date mentioned on the cheque. Post-dated cheques are 
cheques dated for a date ahead of the date upon which they are made out. 


QUESTIONS AND EXERCISES, 


1. What is a cheque ? Prepare a cheque for £20, using any names you 
may care to choose, and explain your definition by reference to the cheque 
you prepare, 

2. What are the class names of the three parties to a cheque ? Draft 
a cheque for £50 and indicate the three parties in the cheque you prepare. 

3. Into what four principal classes may cheques be divided ? Into how 
many of these classes must a cheque fall, and why? 


4. Explain carefully the difference between an order cheque and bearer 
cheque. How can an order cheque be converted into a bearer cheque, and a 
bearer cheque into an order cheque ? 
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5. Explain carefully the difference between an open cheque and a crossed 
cheque, pointing out, also, the difference between a special crossing and a 
general crossing. 

6. Who can convert an open cheque into a crossed cheque, and a crossed 
cheque into an open cheque ? What procedure must be followed in each case ? 

7. Prepare a bearer cheque for £50, with John Smith as drawer and Frank 
Lord as payee. Change it to an order cheque, and cross it specially. If any 
other name is required, use that of the Co-operative Wholesale Society Ltd. 

8. What advantages are gained by crossing a cheque ? 


9. Explain carefully the meaning and effect of the crossing ‘“ Not 
negotiable.”’ 

10. What precautions have to be observed in signing and endorsing 
cheques ? What are the two kinds of endorseiment, and how do they differ 
in form and in effect ? 

11. Explain “Stale cheque,’’ ‘“ Post-dated cheque,’ ‘“‘ Dishonoured 
cheque,” “‘ R/D,” and “ No funds.” 

12. What methods are adopted to deter people from attempting to alter 
the amount of a cheque ? 

13. Who is entitled to sign and endorse cheques ? 


14. Prepare an order cheque with yourself as drawer and drawee; and 
endorse it specially. 
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CHAPTER XVI. 
BANKING MATTERS. 


SOME ADVANTAGES OF A BANKING ACCOUNT. 


essential to have a banking account. The existence of 

such an account is of great convenience to them. In the 
first place, they do not need to keep by them large sums of money 
received in the course of their business, e.g., shop takings. These 
amounts can be taken to the bank, which possesses better facilities 
than a business house or private individual for storing and 
protecting quantities of money, and the depositor will teceive 
interest upon his deposits. In the second place, a firm often receives 
payments in the form of cheques, and these cannot be dealt with 
except through a bank, and it is a great convenience to be able to 
pay them into a bank for collection on behalf of the recipient. In 
the third place, a banking account linked with a cheque book enables 
the one who has opened the account to make payments much 
more conveniently and cheaply than he otherwise could. If, for 
example, a person had to pay a debt of £30 be could send or take 
coin, Treasury notes, or bank notes to his creditor, or he could go 
to the Post Office and obtain postal orders or a money order; but 
these methods would be inconvenient and costly. If he had a 
banking account and cheque book he could make out a cheque in 
two minutes, send it to his creditor in the remotest village in 
Britain, and the transaction would cost him but the value of the 
stamp on the cheque (2d.) and the small amount charged by the 
bank for its services. The cheque can be made out for any amount, 
whilst the amount for which a money order is issued is limited, 
and postal orders are only issued for round sums. As a payee, if a 
business house received all its payments in cash much time would 
be taken up in counting it. Cheques, therefore, economise the 


Ae business houses and many private individuals find it 
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use of money, and are a convenience to both payer and recipient. 
The sender of a cheque can cross it to give security, and if he wishes 
to defer payment for a day or two he can post-date the cheque. 


Deposits. 

When the holder of a cheque wishes to pay it to the credit of 
his account he endorses it and presents it at the bank counter 
along with a slip known as a “ paying-in slip.” The form of 
paying-in slip is not the same for all banks, and the one shown 
overleaf, employed by the Co-operative Wholesale Society’s bank, 
will serve to illustrate the general features of such a document. 
The bank cashier retains the slip and initials a counterfoil, which 
remains in the hands of the depositor. Coins, bank notes, Treasury 
notes, postal orders, and money orders are similarly entered on 
the paying-in slip. The paying-in slip serves as an interim receipt 
until the Bank Book or Bank Pass Book (both names are given to 
the book) is entered up. 


Bank Pass Book. 

The Bank Book, or Bank Pass Book as it is often called, is a 
book containing an account of the customer’s transactions with 
the bank. The entries in it are made by the bank, and it is taken 
to the bank frequently to be entered up. The book is often a copy 
of the customer’s account as it appears in the books of the bank, 
with payments to the bank entered on the Cr. side and payments 
by the bank on the Dr. side, for the customer is the bank’s creditor 
for amounts paid into the bank, and debtor for amounts paid out by 
the bank; but some banks (including the banking department of 
the Co-operative Wholesale Society) show the account as the Bank 
Account appears in the customer’s books, with payments to the 
bank on the Dr. side, and payments by the bank on the Cr. side. 


The first-mentioned method sometimes puzzles the young clerk 
and student, who cannot understand why the entries appear in the 
Bank Book on the opposite sides from those upon which they 
appear in the Cash Book. He must realise that the bank and the 
customers see the same transaction from different sides. When a 
payment is made by cheque and entered on the credit side of the 
Cash Book, the entry shows the bank to be a creditor. The bank 
recording the same transaction in its books debits the Society with 
the amount paid. Both parties are right, for the transaction is one 

in which the bank (being the payer) is a creditor, and the society 
oO 
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is a debtor to the bank for the amount which has been paid on its: 
behalf. The Bank Pass Book shows the society’s account in the 
bank’s books, where everything paid for a customer makes that 
person a debtor, and everything received on his behalf makes him 
a creditor, and the society’s Bank Account shows the bank as a 
customer of the society, with every payment to the bank as a debit 
entry, and every payment by the bank as a credit entry. The 
transactions are looked at from different sides by the payers and 
receivers. When the bank is a creditor the society must be a 
debtor, and when the society is a creditor the bank must be a 
debtor. 


Bank Reconciliation Statement. 

If the society’s Bank Account, as recorded in its own books, 
is compared with the Bank Pass Book it will often be found that 
there is apparently a discrepancy in dates. Cheques paid out, 
according to the society’s books, on, say, January 28th, are not 
entered in the Pass Book as paid by the bank until, say, February 
5th. This is due to the cheques sent out not being presented 
immediately by the payee, and to time being taken to “clear”’ 
cheques sent to other towns. On the other side of the account, 
cheques received by the society are not always paid in at the bank 
on the date of receipt. 


It is often necessary to check the bank balance as shown in 
the society’s books with the balance as shown in the Bank Pass 
Book. The causes mentioned above interfere with an exact 
correspondence of the two totals, and, in order to show that there 
is no difference that cannot be accounted for, it is customary to 
prepare a “ Bank Reconciliation Statement.” Beginning with the 
balance shown in one book (it does not matter which) allowance is 
made by addition and subtraction for the cheques received and 
entered in the Cash Book but not deposited at the bank, and for 
the cheques sent out and entered in the Cash Book but not yet 
returned to the bank. The resultant amount should then agree 
with the balance as shown in the Bank Book if the Cash 
Book balance was the commencing amount, or with the Cash Book 
balance if the Bank Pass Book balance was the commencing amount. 
Bank interest, etc., should appear in both books before the Recon- 
ciliation Account is commenced. In the following example, the 
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balance to commence is the bank balance as recorded in the 
society’s books :— 


aS ae 

Balance at bank, as per Cash Book.............-.+s+e+0++5 1200 0 0 
Add cheques paid out and not yet presented at bank— 
Wee Riamlcita Wires crises ctetiaesnc seam cetera £50 0) 0 
Wessex Harimets .....cccrssecercersecssrense PAU (8) AG 
Jheicester Producers <:...-2--02-ereee-+ he 80 0 0 

——- 150 0 0 

£1350 0 0 
Deduct cheques in hands of secretary not yet paid to 

bank— 

Co-operative Insurance Society ......... £30 0 0 
Wp Sill t Hic atcce ae ceectese tees s teciemnimactestes 5 0 0 
AS LOLG osc a dec scacneeeceeccesetees tees ses 1 @ @ 

45 0 © 

Balance at bank, as per Bank Pass Book............... £1305 0 0 


Bank Overdraft. 


It frequently happens that a society is wanting, for a short or 
longer time, an amount of ready money in excess of its resources 
for paying its accounts. To meet this need it may sell shares, 
withdraw loans, or realise other assets, or it may approach the 
bank and ask for a loan; and if the loan is agreed to, the rate of 
interest and other conditions will be arranged. Such loans do 
not usually take the form of a round sum of money placed to the 
credit of the borrowing society, but permission for the borrower 
to issue cheques in excess of its balance at the bank for any 
amount up to the maximum agreed upon. ‘The actual amount 
owing to the bank at any moment is known as the “ bank over- 
draft.” Usually a bank requires some security for an overdraft, 
and this security generally takes the form of a depositing of deeds 
of property, or share certificates, with an undertaking to create a 
legal mortgage or to transfer the ownership of the property to the 
bank if the conditions attached to the overdraft are not complied 
with. 


Deposit Accounts and Current Accounts. 


The converse of the overdraft is the credit balance of a society 
at the bank. Such balances may be of different types, according 
to the length of notice required for repayment by the bank. 
Where the society has an account into which it is frequently paying 
deposits, and from which it is frequently withdrawing, the account 
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is known as a Current Account. This is the kind of account used 
by all business people. 


The rate of interest paid upon balances in the Current Account 
is very low; some banks pay no interest at all upon them. ‘The 
reason why the banks pay little or no interest upon these balances 
is that they can make little use of them because they are payable, 
and may be demanded, at any hour of any day. The banks cannot 
earn much with them, and therefore pay little interest upon them. 


Efficient secretaries therefore watch the bank balance very 
closely. They must maintain a balance sufficient to enable the 
society to meet all claims made against it; but any cash in excess 
of the amount required for this purpose can be utilised to secure 
a higher return than Current Accounts do. One way of utilising 
this surplus is to invest it in shares or loans in the Wholesale 
Society, or in some similar investment; but another way of dealing 
with the surplus, and retaining it in a more liquid form, is to 
transfer it to a Deposit Account at the bank. If a bank knows that 
an amount deposited with it will not be withdrawn for three, six, 
or twelve months, or until the expiry of a fairly long notice, it 
can make use of it and obtain a return upon it which will make 
possible a payment to the depositor of a higher rate of interest 
than can be paid upon Current Account balances, the rate of 
interest varying with the length of notice agreed upon and with 
the prevailing rate of the Bank of England. In cases of emergency 
a bank is usually willing to waive its rights in regard to notice of 
withdrawal, but the depositor in such a case has to sacrifice some 
interest that he would otherwise have gained. 


Bank Charges. 

A bank must be paid either directly or indirectly for the 
setvices it renders. In some cases the charge is a percentage upon 
turnover, e.g., 2s.6d. per £100 of cheques passed through. In 
other cases no definite charge is made, but the customer is required 
to maintain a credit balance of a specified amount and no interest 
is paid upon it; the free use of this amount is the bank’s payment 
for its services. When a Banking Account is opened, terms should 
be arranged in regard to both the rate of interest to be paid and 
the charges for banking services. The C.W.S. bank charges 
for banking services vary according to turnover, with a maximum 
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charge of ls. 6d. per cent to members and 2s. per cent to non- 
members. ‘The bank does not exist for the purpose of making 
large profits, and any surplus remaining after providing for the 
excellent rates of interest it pays, is credited to the reserve fund. 
It only remains to be added, in concluding this chapter, that many 
societies act as agents for the C.W.S. bank, and are paid a com- 
mission for this service. 


SUMMARY. 


A Banking Account economises the use of money and, in conjunction with 
a cheque book, is a great convenience to both payers and receivers of pay- 
ments. When cheques, notes, coins, etc., are being paid in at the bank it is 
usual to enter the amounts upon a slip known as a paying-in slip. The bank 
cashier keeps the slip and initials a counterfoil. This initialled counterfoil 
serves as an interim receipt pending the entry of the amount in the Bank 
Pass Book. Cheques must be properly endorsed before being paid in to the 
bank. 


The Bank Pass Book is a record of the customer’s transactions with the 
bank, and is made up by the bank. Often it is a copy of the customer’s 
account in the books of the bank, and the entries are therefore on the 
opposite side from the same entries in the society’s Cash Book. In some 
pass books, however, the entries are made by the bank on the same side as 
that upon which they appear in the society’s books. 


Cheques are not always paid in to the bank by a society on the day 
they are received, and cheques sent out by the society are not presented in 
some cases for several days. Therefore, a difference is frequently revealed 
between the bank balance shown in the society’s books and the balance 
shown in the Bank Pass Book. To reconcile these two balances a Bank 
Reconciliation Statement is prepared. 


A bank overdraft exists when a society has been permitted by the bank 
to send out cheques for the meeting of which it has no funds of its own. A 
bank usually requires security for an overdraft. 


There is a difference between Current Accounts and Deposit Accounts at 
a bank. A Current Account is one through which there is a constant flow 
of funds, it is the account a business man uses. Little or no interest is 
paid upon Current Account balances, because they may be called for at any 
moment and the bankis unable to use them. Where a society has more funds 
at the bank than it requires for Current Account purposes it frequently 
transfers a portion to a Deposit Account, which must remain at the bank 
for a definite period or be subject to a long notice for withdrawal. The bank 
is able to make better use of funds to which there is greater fixity, and is 
therefore willing to pay a higher rate of interest upon Deposit Account 
balances than upon Current Account balances. 


Banks charge for their services, indirectly or directly. A common method 
is to charge a percentage commission upon the amount of the cheques 
passing through the account. Another method is to require customers to 
maintain a credit balance of a minimum amount upon which no interest is 
paid, and the banks accept the free use of this balance as the payment for 
the banking services rendered, 


BANKING MATTERS. 215 


QUESTIONS AND EXERCISES. 

1. Prepare a bank paying-in slip and enter some appropriate items. 
-er2: aes is the Bank Pass Book ? What does it contain and who enters 
it up? 

3. On which side of (a) the Cash Book and (b) the Bank Pass Book 
would you expect the following items of the Rockwell Cradle Society Ltd. :— 

(1) Received cheque for £80 and banked it. 
(2) Paid John Smith £30 by cheque. 

(3) Withdrew from bank £20 for wages. 

(4) Interest on bank overdraft, £5. 


4. What is a Bank Reconciliation Statement ? Why is it necessary to 
prepare one, and from what sources are the data for it drawn ? 


5. The bank balance as per a society’s cash book at December 31st, 
1925, was £1,200, and as per Bank Pass Book £1,400. Cheques amounting 
to £300, entered in the Cash Book, were in hand and not paid into the bank, 
whilst cheques amounting to £500 had been paid out but were not yet 
presented at the bank. Prepare a Bank Reconciliation Statement. 


6. The bank balance of a society, according to the Cash Book, was £1,000 
at the end of last year. The secretary had, at the time of the making up of 
the books, cheques for 4500 which came after the bank was closed but were 
entered in the Cash Book as received. Cheques amounting to £800 had been 
sent out and not presented at the bank. What would you expect to be the 
balance according to the Bank Pass Book ? 


7. A society’s Bank Pass Book showed the society to have an overdraft 
of £200, whilst cheques amounting to £200 were outstanding, and the 
secretary had cheques amounting to £500 in hand and entered in the Cash 
Book. What would you expect to be the balance according to the Cash 
Book ? 

8. In a Bank Reconciliation Statement the balances as per Cash Book 
and Bank Pass Book were £500 and £600 respectively. If the cheques out- 
standing amounted to £250 what would be the amount of cheques in hand 
not paid into the bank ? 

9. What is a Bank Overdraft ? Comment upon the statement of a lady 
who, when reminded by her banker that she had a large overdraft which he 
would like her to reduce, said: “‘ Pass my cheque book and I will make out 
a cheque for the amount.’”” 


10. How are bankers paid for their services in maintaining banking 
accounts for their customers ? 

11. How do Current Accounts differ from Deposit Accounts ? Why is it 
possible to secure a higher rate of interest upon Deposit Accounts ? 

12. What advantages are derived from keeping a Banking Account and 
using a cheque book ? 
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SOME ABBREVIATIONS EMPLOYED IN 
COMMERCIAL DOCUMENTS AND ACCOUNTS. 


@ At. 


A/c. Account 
Acct. Account. 
Adv. Advice. 


Ad. Val. Ad valorem—according to 
value. 


b/d Brought down. 

B/E Bill of Exchange. 

b/f Brought forward 

B/L_ Billof lading; Bought Ledger. 
B/S Balance Sheet; Bill of Sale. 
Bal. Balance. 

C/ Contra. 

e/d Carried down. 

e/f Carried forward. 

c/o Care of. 

Cops or (Carrs Pa Cartlage: Paid) 
C.F. or Carr. Fwd. Carriage Forward 
C. B. or C/B. Cash Book. 

C/N Credit note. 

Cap. Capital. 

Chq. Cheque. 

Co. or Coy. Company. 

Cr. Credit or Creditor. 

Ctge. Cartage. 


C.I.F. Cost, Insurance, and Freight. 


C.0.D. Cash on Delivery. 
D/A Deposit Account. 
D.B. or D/B. Day Book. 
D.E. Double Entry. 
Deb. Debenture. 

Del. Delivery. 

Deld. Delivered. 


Depn. Depreciation. 
Dis. Discount. 

Div. Dividend. 

Dr. Debtor. 


E.E. Errors excepted. 


E. & O.K. Errors and Omissions ex- 
cepted. 


ex. cont. Out of Contract. 
ex. div. Without dividend. 
F.A.S. of f.a.8. 
F.O.B. or f.o.b. Free on board. 


Free alongside ship. 


F.O.R. or f.o.r. Free on rail. 


Fol. or Folio The page or pages com- 
prising the two sides 
of an account. 

Imp. Led. Impersonal Ledger. 


I.A.B. Invoice Analysis Book. 

I.0.U. Iowe you. 

Inst. Instant; current month. 

Init terest. 

Inv. Invoice. 

Inv. Rev. Investment Revenue. 

L.B.&F. Land, Buildings, and Fix- 
tures. 

Led. Ledger. 

Ld. or Ltd. Limited. 

M.O. Money Order. 

n/f No funds (banking). 

URL eISCellte 

o/d Overdraft; overdrawn. 


p- Page. 

pp. Pages. 

p-p. Per pro; on behalf of. 
Pd. Paid: 

P.C._ Petty cash. 


P.O. Postal order. 

P.O.O. Post Office order. 

P.B. or P/B_ Purchases Book. 
P.L. or P/I, Purchases Ledger. 
per ann. Per annum. 

per For, or by. 

per pro or p.p. On behalf of. 
pro tem. For the time being. 
Prox. Proximo; next month. 
q.v. Quod vide; which see. 
R/D_ Refer to Drawer (cheques). 
Rev. Revenue. 

$.B. or $/B_ Sales Book. 

S.L. or S/L. Sales Ledger. 


Sh. Led. Share Ledger. 
ss. Steamship. 
Stk. Stock. 


T.B.or T/B Trade Balance. 
Ult. Ultimo: last month. 
x.d. or ex. div. Without dividend. 
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SOME TERMS USED IN CONNECTION 
WITH COMMERCIAL DOCUMENTS AND ACCOUNTS. 


ACCEPTANCE. 


ACCOUNT. 


ADVICE OR 


ADVICE NOTE. 


ANNUAL 
RETURN. 


ANTE-DATE. 


AUDIT. 


BALANCE. 


BALANCE 
SHEET. 


BANKRUPT. 


BANK RATE. 


BILL. 


BILL OF 
EXCHANGE. 


A bill of exchange when accepted is often described as an 
acceptance. 


A record of one or more business transactions usually in 
terms of goods or £ s.d. 


A document notifying the dispatch of goods or the per- 
formance of some other act affecting the recipient of the 
document. 


A document containing a summary of a Co-operative 
Society’s activities for the past year that has to be for- 
warded annually to the Registrar of Friendly Societies. 
It has to be signed by a Public Auditor. 


To ante-date a document is to place upon it a date earlier 
than the date upon which it is made out. 


The examination of the books and accounts of a business, 
along with the documents relating to these books and 
accounts, with a view to certifying the accuracy of the 
books and the balance sheet in which the accounts are 
summarised. 


The difference between the two sides of an account. 


A balance sheet is a sheet of balances, and a Co-operative 
Society’s balance sheet includes the balances which are 
summarised in the following accounts that constitute the 
balance sheet: Cash Account, Trading Account, Invest- 
ments Revenue Account, Final Revenue Account, Dispos- 
able Balance Account, and Statement of Liabilities and 
Assets. 


A person who has been adjudged a bankrupt after a bank- 
ruptcy petition has been filed either by the person himself 
or a creditor. 

The rate of interest charged by banks. The term also 
refers to the Bank Rate (decided weekly) of the Bank of 
England, whose rate is the basis for the rates charged by 
other banks. It is the minimum rate charged by the 
Bank of England for loans on the best security and for 
discounting the best class of bills. 


The term ‘‘ bill” is often used instead of invoice or 
account, e.g., the “‘ grocer’s bill,’ the “‘ gas bill,’ but its 
general meaning in commerce is a bill of exchange, e.g., a 
bill broker is one who deals in bills of exchange. 


A document by means of which one party (the drawer) 
requests a second party (the drawee) to pay a sum of money 
to a third party (the payee). The drawee signifies his 
agreement by “ accepting ’”’ the bill, i.e., by writing the 
word ‘“‘ accepted ” across the face of the bill and signing 
it. He usually adds the name of the bank where he will 
meet the bill. Bills of exchange require to be stamped. 
(See definition, page 192.) 
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BILL, OF 


LADING 


BONDED 
STORES. 


BONUS. 


Book DEBTs. 


CAPITAL, 


CAPITAT, 


EXPENDITURE. 


CHEQUE. 


COMMISSION. 


COMPOSITION. 


CONSIGNEE. 
CONSIGNOR. 


Cost, 
INSURANCE, 
AND FREIGHT 
(OBIE). 


CREDIT NOTE. 


CREDITOR. 


Cum. Div. 
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A document drawn up and signed by the master of a ship 
or his agent acknowledging the receipt of goods on board 
the vessel. It constitutes a document of title to the goods. 


Warehouses under Government supervision where dutiable 
goods may be stored. The duty is not payable until the 
goods are withdrawn from bond, and importers and manu- 
facturers of dutiable goods therefore find it convenient to 
store goods in bonded stores (the use of which is, however, 
a charge upon the user) instead of paying the duty 
immediately the goods in a dutiable condition come into 
their ownership. 


An allowance or grant. A bonus on wages is usually a 
partial allocation of the surplus or profits of a business 
among the employees of the business in proportion to the 
wages paid to them. 


The debts owing to a business as recorded in the books of 
that business. 


The money invested in a business. In a Co-operative 
Society it consists principally of share capital provided by 
members, and loan capital provided by members and others. 


Expenditure upon land, buildings, machinery, fixtures, etc., 
which are employed in producing the revenue of a business 
and, subject to wear and tear, remain in existence after 
the revenue has been produced. 


A bill of exchange drawn upon a banker and payable on 
demand. (See definition, page 192.) 


A payment to an agent for services rendered. It is usually 
calculated as a percentage on the business transacted. 


When a bankrupt pays a percentage of his debts in lieu 
of the full amount, e.g., 5s. in the /, it is said to be a 
composition. 


A person to whom goods are sent. 
A sender of goods. 


A price or charge quoted c.if. includes the cost of the 
goods, the insurance of the goods, and the freight or 
carriage of the goods. The term is principally used in 
connection with goods carried overseas, and can be con- 
trasted with a f.a.s. (free alongside ship) or with a f.o.b. 
(free on board) price or charge, which is the cost (a) 
delivered to the ship’s side or (b) delivered on board the 
ship, the insurance for the voyage and the cost of the voyage 
being borne by the purchaser in both these cases. 


The converse of an invoice. Instead of charging a person 
with an amount, it credits a person with an amount, e.g., 
for an overcharge or for an allowance. 


A person to whom money is owing, or a person who has 
supplied goods or services, or has paid money, to another 
person, or a person whose account is being credited. 


With dividend. Shares bought cum. div. are bought with 
the right to any dividend that may be due upon them. 
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CURRENT 
ACCOUNT. 


DAYS OF GRACE. 


DEBIT AND 
DEBIT NOTE, 


DEBTOR. 


DEMURRAGE. 


DEPOSIT 
ACCOUNT. 


DEPRECIATION, 


DISCOUNT. 


DISCOUNTING 


A BILL. 


DIREcT Costs. 


DISHONOURED. 


A running account. An account which is being continu- 
ously debited and credited. A current account at the 
bank is one to which payments are being constantly added 
and from which payments are constantly being made. It 
contrasts with a deposit account (q.v.). (See pages 212 
and 213.) 


Three extra days allowed beyond the time stated in the 
bill for the meeting of a bill of exchange drawn to be 
payable at a future date 


To debit is to charge. To debit an account is to make an 
entry on the debit side of an account. An invoice is a 
debit note, since it contains a charge, but the term ‘‘ debit 
note ’’ is generally employed to mean something other than 
an invoice, e.g., a note charging a firm with a loss it has 
caused the sender, or a note charging a purchaser with an 
amount undercharged on an invoice already sent. 


A person who owes goods or money to another person, or 
one who has received goods, money, or services from another 
person, or one whose account is being debited. 


A charge made by a railway company or other transport 
agent for the use of trucks or for other expenses resulting 
from goods not being cleared quickly after arrival to the 
order of the consignee. 


An account recording money left on deposit for an agreed 
period or subject to an agreed notice, and not subject, like 
a current account, to frequent alteration through additions 
and withdrawals. (See pages 212 and 213.) 


The decline in value of an asset due to wear and tear, 
waste, decay, or obsolescence. It is usually provided for 
in a business by a charge in the Revenue Accounts. (See 
pages 40-41 and 171-174.) Special depreciation is an 
allowance beyond the customary rates. (See page 174.) 


An allowance at an agreed rate from the sale price. Three 
important classes of discount are trade discount, prompt 
cash discount, and ordinary discount for monthly or 
quarterly payments. (See pages 93 and 94.) When shares 
or stocks are selling at less than the amount paid up upon 
them they are said to be at a discount. 


It often happens that the payee of a bill of exchange 
desires to have payment in advance of the date when the 
bill will be met by payment, and he takes it to a bank or 
bill broker, who will advance the amount of the bill less 
the charge for interest for the period the bill has to run. 
This is known as discounting the bill 


Costs, such as wages in a hairdressing or window-cleaning 
department, that cannot be considered manufacturing costs 
or selling expenses, but vary directly with work done. 
The term is also employed in a general sense to cover all 
costs that vary with output in contrast with supplementary 
or ovethead costs that do not vary with output. 


A bill of exchange or cheque which is not paid when 
presented for payment is said to be dishonoured, 


220 


DIVIDEND. 


DRAWEE. 


DRAWER. 


EENDORSEE. 
ENDORSER. 
EENDORSEMENT. 


ERRORS AND 
OMISSIONS 
EXCEPTED 
(H. & O. E.). 


Ex, Div. 


FREE ON BOARD 
(F.O.B.). 


FREIGHT’. 


GENERAL 
CHARGES, 


GooDsS AND 
STOCK CHARGES. 


GOODWILL. 


LONG: 


IMPERSONAL, 
LEDGER. 


INSOLVENT. 


COMMERCIAL TERMS. 


A distribution of the surplus or profit of a business either 
in proportion to purchases (as in a Co-operative Society) 
or in proportion to share capital (as in a company). When 
the estate of a bankrupt is being distributed the term 
“ dividend ”’ is employed to describe the amount which the 
creditors receive. 

As employed in connection with bills of exchange and 
cheques, the term means the person upon whom the request 
is made to make the payment, e.g., in the case of a cheque 
the bank is the drawee. 


As employed in connection with bills of exchange and 
cheques, the term means the person who draws up the 
document requesting the drawee to pay a sum of money. 


One to whom a document is transferred by endorsement. 
One who endorses a document. 


A signature (usually on the back) on a cheque, bill, or 
other document authorising transfer of ownership or 
collection by another person. 


Invoices sometimes bear this inscription, which means 
that the charges of the invoice are subject to amendment 
if any error or omission is subsequently discovered. 


Without dividend. A purchaser buying shares or stocks 
ex. div. does not acquire the right to any dividend due 
upon them. (See cum. div.) (Shares are often bought 
between the date upon which the accounts are made up 
and the date of payment of the dividend due for the period 
covered by those accounts.) 


(See cost, insurance, and freight.) 


Goods carried by land, sea, or air are often described as 
freight, e.g., the freight of a ship. The term also means 
the charge for carrying the goods. 


Charges which are incurred for one or more departments 
in general, and cannot be directly charged to any one 
department. They are usually distributed over the depart- 
ments upon some definite basis. 


Charges incidental to goods and stock that add to the 
purchase price before the process of selling commences. 


Advantages attaching to a business by reason of its 
reputation and its long and well-established trade. It is 
not represented by material assets in the balance sheet, 
but depends in a large measure upon the personality and 
capacity of its owners. A person buying a business will 
usually pay something for the goodwill, for he would 
otherwise have to create a connection and reputation, and 
this would take time, and probably involve a considerable 
outlay in advertising, etc. 


I owe you. An acknowledgment of a debt for money 
borrowed, but without any promise to repay. 

A Ledger in which the accounts do not relate to persons, 
e.g., Goods Account, Delivery Expenses. 


A person is insolvent when his liabilities exceed his assets 
and he is unable to pay his debts in full. 
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INTEREST, 


INVESTMENT, 


INVESTMENTS 
REVENUE. 


LEAKAGE. 


LEDGER. 


LIEN. 
LIQUID CAPITAL. 


LIQUIDATION. 


MATURITY. 


MORTGAGE, 


The amount payable by agreement for the loan of money, 
It should be distinguished from dividend. 


The purchasing of shares or taking up of loans constitutes 
investment in the narrow sense, but the term is also used 
jin a wider sense to include purchases of land, buildings, 
machinery, etc. 


Revenue derived from investments as distinguished from 
revenue derived from trade. 


The term is employed in the Co-operative movement to 
indicate the difference between the quantity of goods 
received by a shopman and the quantity of goods accounted 
for when these goods are sold. It arises through (1) the 
inevitable slight loss in breaking up bulk quantities for sale 
in small quantities, shrinkage, etc., and (2) avoidable 
wastage and carelessness. In a leakage account the 
shopman is debited with the quantity of goods delivered to 
him, and these are charged at retail price: he is credited 
with the money received for the sale of these goods and 
with any goods left unsold. Allowance is made for changes 
in prices and other relevant factors, and the difference of 
the account is the leakage. It is usual to establish a 
percentage standard as wumavoidable leakage, and to 
investigate any cases where the leakage is in excess of this 
percentage. 


A book in which ail the entries referring to one person or 
one account are collected on one page and are arranged in 
Dr. and Cr. form. 


A claim upon certain property in satisfaction of a debt. 


Capital not locked up in buildings, stock, investments, etc., 
that may therefore be paid out quickly. Capital in the form 
of a bank balance is liquid capital. Capital in the form of 
shares that may be sold at short notice or loans that may 
be withdrawn at short notice is less liquid than a bank 
balance, but more liquid than the capital invested in the 
form of buildings and stock of goods. 


The process of winding up a business is known as liquidation. 
It does not necessarily imply bankruptcy, and may be 
voluntary or compulsory. 


A bill of exchange or a debt reaches maturity at the arrival 
of the date upon which it has to be met. 


A mortgage is a pledge of an asset (usually real property) in 
return for a loan. Thus a house may be mortgaged—the 
deeds of the house are pledged as security for a loan. The 
person who borrows is a mortgagor, and the one who lends. 
is a mortgagee. A mortgage differs from a pawn in that 
the pledger retains custody and use of the asset in the case 
of a mortgage, and does not retain the custody or use of 
the asset (though he still remains the owner) where it is 
pawned. (Compare the mortgaging of a house and the 
pawning of a watch.) A legal mortgage involves the 
transfer of the property when certain conditions attached 
to the loan are broken. An equitable mortgage, which is. 
usually accompanied by the deposit of deeds, is an agree- 
ment to complete a legal mortgage when required after 
certain conditions are broken. 
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NEGOTIABLE 
AND Nort 
NECOTIABLE. 


NET. 


NET CASH. 


OUTSTANDING 
ACCOUNT OR 
BALANCE. 


OVERDRAW AND 


OVERDRAFT, 


OVERDUE. 
PAR, 


Pass BOOK, 


PERSONAL 
LEDGER. 


PLANT. 


POLICY. 


POSTING. 


POST-DATE, 
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A document the property in which (and the property: 
represented by it) passes by delivery. A cheque is a 
negotiable document. A person who receives it in good 
faith and for value is entitled to receive the money which it 
represents, although he may have obtained the cheque 
from a person who stole it. If a cheque is crossed 
“ Not negotiable,’ however, a person taking it will have no 
more right to it than the person from whom he accepts it, 
and if the transferor had no right to the cheque, the 
transferee has no right to it. A “Not negotiable” 
document is still transferable, but with the limited right 
explained above. 


The remainder after something has been taken away from an 
original amount, e.g., net weight is the gross weight less 
the tare weight, and net surplus is the gross surplus less 
certain charges which have been deducted from it. 


The amount of an invoice or statement after all discounts 
have been deducted from it, and immediate cash payment 
of it is to be made, is said to be a “net cash’”’ amount. 
Net cash also means the amount of cash left after all 
charges have been paid out of it. 


The balance of an account owing. 


By arrangement with their bank, firms are often allowed 
to issue cheques for an amount in excess of their credit 
balance at the bank, and the bank pays these cheques, a 
debit balance against the issuing firm then being created. 
Such an excess amount or debit balance is described as an 
overdraft, and a firm issuing cheques in excess of its credit 
balance is said to have overdrawn its account. 


An account not paid at the due date is said to be overdue. 


When stocks and shares are selling for their face value or 
paid-up amount they are said to be “ at par.” 


Often, and more correctly, described as “ bank pass book.”’ 
A book issued to its customers by a bank, and containing 
a record of the transactions between the customer and the 
bank. It takes the form of a copy of either (a) the 
customer’s account in the bank’s Ledger, or (6) the bank’s 
account in the customer’s Ledger (see pages 209-211). 


A Ledger in which the accounts all relate to transactions 
with persons, and show the relationship of the business to 
those persons. 


Machinery and similar productive machinery employed for 
carrying on the operations of a business. 


The document issued by an insurance society or other 
insurer to an insured person. It contains particulars and 
conditions of the insurance effected. 


The entry in the Ledgers, or subsequent accounts, of the 
items contained in the books of primary entry. 


To insert in a document some date in advance of the date 
upon which the document is drawn up. 
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PREMIUM. (a) The payment to an insurance society or company (usually 


(b) 


PRICE CURRENT. 


PRICE List. 


PRINCIPAL, 


PUBLIC 
AUDITOR. 


QUOTATION. 


RECONCILIATION 
STATEMENT 


REGISTRAR OF 
FRIENDLY 
SOCIETIES. 


REMITTANCE. 


RESERVES AND 
RESERVE FUND. 


SELLING 
EXPENSES 


SERVICE 
DEPARTMENTS. 


annually) of a sum of money in return for a promise to pay 
a sum of money if, and when, certain events occur. 


When stocks and shares are selling for more than has been 
paid upon them, or for their face value if they are fully paid, 
they are said to be ‘“‘ at a premium.’’ They are sometimes 
issued at a premium. 


A list of prices current at the date of preparation. It 
must not be confused with a quotation which is an offer to 
sell at the prices stated. 


According to the wording employed, this may be either a 
statement of prices current or an offer to sell at the prices 
stated. 


A sum of money invested or lent, so called to distinguish it 
from the interest payable upon it. 


A person appointed to the list of Public Auditors by the 
Government. Addition to the list is by appointment, not 
by examination, though the Government satisfies itself that 
the persons appointed are qualified. Every Industrial and 
Provident Society must have its accounts audited by a 
Public Auditor. 


An offer to sell specified goods or do certain specified work 
at a specified price. 


A statement prepared to show that two amounts which 
differ are not really in conflict, but can be reconciled by 
making allowance for certain factors, e.g., a Bank Recon- 
ciliation Statement reconciles the bank balance in the 
Cash Book with that in the Bank Pass Book by taking into 
account cheques in hand not paid into the bank, and 
cheques paid out but not yet returned to the bank (see 
pages 211 and 212). 


Industrial and Provident Societies (which include Co-opera- 
tive Societies) have to be registered with this official in 
London or at the branch offices in Scotland and Ireland. 
An Annual Return and copies of balance sheets have to be 
forwarded to him or his assistants, and alterations of rules 
have to be registered with him. 


An amount, or a payment of an account, sent by one person 
to another. 


A surplus of assets over liabilities is a reserve. The Reserve 
Fund is so named because the amount credited to it 
represents the amount of this surplus—the real reserve. 
There are various Reserve Funds, e.g., General Reserve 
Fund and Dividend Equalisation Fund (see pages 177 to 
180). Reserves are also created against expected losses 
or charges, e.g., a reserve against bad debts. 


The expenses incidental to the selling of goods in a retail 
distributive department (see page 77). 


Departments such as_ hairdressing, window-cleaning, 
laundry, and transport, which are neither productive 
departments (since they do not produce anything) nor 
distributive departments, but provide a service. 
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SET OFF. 


SOLVENT. 


STOCK. 


STOCKTAKING. 


SUSPENSE 
ACCOUNT. 


TRADE PRICE. 


TRADE 
DISCOUNT. 


‘TRANSFEREE. 
‘TRANSFEROR. 


UNDERWRITER. 


VOUCHER. 


WRITE DOWN. 


WRITE OFF, 


COMMERCIAL TERMS. 


To apply one debt or one amount against another, e.g., 
to set off £5 from a member’s share capital against a debt 
owing by that member for goods. 


A person or firm is solvent when the assets equal or exceed 
the liabilities. 

Goods on hand for sale, or raw materials and semi-manu- 
factured goods, are usually described as “stock” or 
“ stock-in-trade,’’ whilst fixtures and similar assets are 
often described as “ fixed stock.” 


The recording and checking of the quantity and value of 
goods on hand is described as “‘ stocktaking.’’ The subject 
is discussed in Chapter XIV. 


An account created to record some item it is desired to hold 
in suspense, e.g., if a society has lost £1,000 by theft or a 
fire, instead of charging the amount as a loss for the current 
period it may create a suspense account, and charge only 
a portion of the loss against revenue each year until the 
amount is completely written off. 


A price charged to persons in the trade and lower than the 
price charged to the general public. 


See discount. An allowance to those in the trade, usually 
a fairly high percentage, and constituting the retailer’s 
profit. 


A person to whom goods, money, shares, etc., are transferred. 
A person who transfers shares, goods, money, etc. 


One who underwrites. The term is derived from the 
practice of insurers at Lloyds, who share among them 
the insurance of a risk, each person writing his name at 
the foot of the document to show the amount or proportion 
of the insurance he is willing to carry. He underwrites the 
policy. The term is extended to other spheres than 
insurance, e.g., when a big loan is being issued some person 
or persons will underwrite it, i.e., take up all or part of the 
loan for which the public do not apply. The underwriter 
is paid a commission for this service. 


A document such as a receipt testifying that certain things 
have been done, e.g., that a payment has been made. 


To write down an asset is to reduce its book value by 
ordinary or special depreciation. 


To write off a debt or other asset is to remove it from the 
books by crediting the account of the asset and debiting 
some other account. 
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FOURSIEOISPAPERS 
DUM ABER ST ORTREVISION= PURPOSES 
AND 
PREPARATION FOR EXAMINATIONS; 


ALSO THE EXAMINATION PAPERS 
IN INTRODUCTION TO 
CO-OPERATIVE BOOK-KEEPING. 
JUNIOR PREPARATORY COURSE, Marcu, 1926. 
Marcu, 1927. 
S Marcu, 1928. 
SPECIAL EXAMINATION, Marcu, 1928. 
S7Tack I., ELEMENTARY CO-OPERATIVE BOOK-KEEPING, APRIL, 1926. 


Apri, 1927. 
Marcu, 1928. 


226 TEST QUESTIONS AND EXERCISES. 


LEST PAPERGNoml: 
Three Hours are allowed for this Paper. 


PART. 1. 


From the following data prepare Cash Book, Invoice Analysis 
Book, and Ledger Accounts (personal and impersonal), afterwards 
incorporating the adjustments given and preparing the trial balance 
embodying the balances of the Ledger Accounts :— 


Goods purchased, and paid for ........ 800 
Goods and stock charges, paid......... 20 
Selling expenses) paid ecisc.ccecccesee-0s 80 (including shop wages, 
£65). 
Delivery-expenses, paid .22.0.4.. 9-222. 
Land, buildings, and fixtures charges, 
foo (G Wire tc a CRs Mee Loy eer ce a 30 
General charges, Paid es eee 55 (including office wages, 
£25). 
Cashvsales iiShop ea paldarcttce asec: 1000 
Land and buildings purchased, and 
Daild, Lor Mit no, meee sceee ete tn 1000 
Fixtures purchased, and paid for ..... 200 
Interest on C.W.S. shares, added to e 
CWis> Loans Account wee. ca 20 
Invested in C.W.S. Share Account ... 800 (paid by cheque). 
Invested in C.W.S. Loan Account.... 100 (£80 paid by cheque and 
£20 share interest 
transferred). 
Members’ share capital received ...... 3000 
Members’ share capital withdrawn... 200 
Payments of cash into bank............ 3600 


The sales and the share contributions were cash receipts; and 
the wages and share withdrawals were cash payments; the rest of 


the receipts and payments were bank items. 
(Continued. ) 
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ADJUSTMENTS. 


Provide for the following items before making up the trial 
balance :— 


IMLETES Oln Mem Pers aSNate Capital .ci..c..scccnserscscbienes is 
Interest on. (2) sLatsand) DUdineS.. 2. sas<sssue..gsecs vanner 10 
CO Bs TIES cased Jac det seul vd icalrcd ss 5 

RG SOG KC ieee crete tr ges en fguas aa son iydiaasade saucdy 5 
Depreciation on (a) Land and buildings..................... 4 
(OL EAXUIPeS as a ker Weyehy. cose shgr esc ste ce cesses 6 


PART IL; 


Not more than three of the following questions may be attempted. 
Extra marks are allocated to Questions 4 and 5. 


1. Prepare an order cheque for £50 and cross it specially. 


2. Prepare an invoice for the sale of six dozen pairs of shoes at 
10s. per pair, sold by the Goodfit Shoe Society Ltd. to the Red- 
corner Co-operative Society Ltd. 


3. What is the difference between a Personal and an Impersonal 
ger Account ? Give one example of each type of account. 


4. Explain how income and expenditure differ from receipts 
and payments. 


5. How does the classification of expenditure according to 
function differ from the classification of the same expenditure 
according to its nature. 
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TEST PAPER No. 2. 


Three Hours are allowed for this Paper. 
PART TI. 


The following trial balance represents the balances of the Ledger 
Accounts of the Exwhy Co-operative Society Ltd. at the end of the 
year but before certain adjustments have been made. You are 
asked to make the adjustments given below, incorporate them in 
the trial balance, and afterwards prepare the following Balance 
Sheet Accounts for the year, viz.:— 

Trading Account. 

Investments Revenue Account. 

Final Revenue Account. 

Disposable Balance Account (Part B). 
Statement of Liabilities and Assets. 


TRIAL BALANCE. 


Dry. Cr: 
| £ i 
Cashin handy.nsee sete are aad eee 160 ee 
Cashyat: bank ianncnSc-5ass eos cee nea 1100 
Goods. purchased... ssecsee stare niecs eee 6000 
Stock on Nand: to Desities -- s.ce-ceen erence 600 oad 
GOOUs SOLU rte eees acetates eee eae bee 8000 
Goods and stoek charges \o-cas., sesso 30 ans 
Selling expenses 7a -. cen. coeur -<c eee 400 
Delivery expenses. © 22a,. cm mtesaces neces 20 
Land, buildings, and fixtures charges ..... 120 
General charges “oe eeu eataeee ence 80 
Loan interest Aeevecn ere ee ee 50 Boe 
Reserve; Funds. .2..0-ceecracccun wre ca eee nee “af 1000 
Disposable balance brought forward ...... 100 
obateinterest received seen ee no 100 
hare investmentin 'CoW Ss. neers 2000 
Interest Receivable Account for interest 
charged to Trade Account— 

(a) Land, buildings, and fixtures......... ... 50 

(0) BLOCKS We BOSS eee ee ee 10 
Membeéets sharecapital i... .c0qune eee ss 1500 
TOAD Ca DIT AIM, conc ccames eopmanis tis chee aeeeee tte nee 1000 
Land and Buildings Capital Account ...... 1000 a 
Pixtures.Capital Account. .cs...acs eee 200 


£11760 £11760 


(Continued.) 
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ADJUSTMENTS. 
Provide for the following items :— 


Méembersesharennterestaon year Sifts. .set.sh\edeeetseccss 60 

Depreciation—Land and buildings ...................0.0085 25 

POP SGA ek CS). | 2s Se Ae ee 20 

BLOCH OH Mamet ENGsOL VEAT! lice. vetedeivecauboncceveess 500 
PAR’ «I. 


Answers ate to be submitted to not more than three of the 
following questions. Extra marks are allocated to Questions 4 
and o. 


1. What is the Journal ? How does it differ from the Ledger ? 
2. Prepare a statement of account as sent out by a trader to his 
/sustomer monthly. Enter three items in the statement. 
aN 3. What is discount ? How does trade discount differ from 
; suns cash discount ? 
4. Enter the following items in the Casb Book and Invoice 
Analysis Book, afterwards balancing the Cash Book and totalling 
the Invoice Analysis Book. 


. ie 
Jan. 1—Received share capital (cash) from ten 
PERSIE CT ot Rae gy eT Sr BN ee he ee 170 
, l.—Bought goods from C.W.S. Ltd. ..............4. 200 
so PD icel shale) Vophell <¢ Gaesssaoeacsc toc once ob eOe Une an neice 160 
» 3.—Bought stationery from A. Printer ............. & 
» 3—Paid L:N.E. Railway Co. carriage inwards 
(GEES go ahve iia ae ne A A a 2 
pees = Pate Shop wages (Cash) 17i..-62.c. 200 0ce ces cneeeces 3 
» 9.—Bought goods from C.W.S. Ltd. ............0... 300 
» o.—Paid L.N.E. Railway Co. carriage inwards 
PEAS Per teers tisk te yes nasiadies ch orspsescasveadces 3 
» 0.—Shop takings up to date (cash) ..............6+ 80 
Peart Oulart aeeecent eieee ta cok aed see bee erences 80 
,» 8 —Bought new counter for shop from A. Wood 20 
We VV ILMOLOW ATO) DATE fi. 6 0. .tecncssreccanede nonsnes 10 
pee y:——- did oltice wages (Cash) 34... ....013.00e.caaceane 3 
,, 10.—Received and paid bill for electricity (cash) 2 
PEO ee OD AIG (CASE) oo cicsssudgnse. wwye tr sngyeonss os 20 
Pee eI Ghin Or DATO ctsateccecdsenrccaeecen ss a ae ae 20 
PelO Paid CWS. Lid. by cheque ...-.6.....5..seaees 200 


5. What is depreciation ? To what causes is it due and upon 
what basis of value is the charge for depreciation calculated ? 
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TEST PAPER No-9. 
Three Hours are allowed for this Paper. 
PART I. 


From the following data prepare the Cash Book, Invoice 
Analysis Book, and Ledger Accounts (personal and impersonal) of 
the Heyday Co-operative Society Ltd. for the half year, afterwards 
making the undermentioned adjustments and preparing a trial 
balance incorporating the balances of the Ledger Accounts :— 


Received in cash— o 
Share comtributionsS 2:2. 2202. ewene seen tsa an 0 nese 1800 
Loan Contributions: y. 7.12. aos1e2 -ce sae en eee 1000 
Shop sales of So0dS 52. he snap wa 52n scones wera once eee 3000 
Withdrawals from bank. :ce.2.c,onacss<.ssnues aaa aie 200 

Payments in cash— 

Shop swages i cccee saonieaestead on ceee a eee 150 
Office wages.) Aiacadas bade ioeogaek ieemeeten eee eee 50 
Cleaning experises’ Aili... et nnds tere cee eens 10 
Deposits tn banks rita eee cal ese ano ts eee 5500 
Payments by cheque— 
Shareinvestmen ts im, Cc Woasiesn- canteen eee ere 1800 
Goods purchased=vsqsv. (cee tee cera eee eee 2000 
Goodsvand stock charges). ara-.-ar yan et eeee 10 
welling expenses, jt. cc.csnseceess sce eee eee eee 20 
Delivery-expensegi arin. Aacnank apenaanaet tea ae eee 20 
Land, buildings, and fixtures charges ................. 40 
Général charges 2.7.0 ieee acetate 60 

Received by cheque— 

Interecton:C. W.S. shares 2. ss eee 45 
ADJUSTMENTS. 


Provide for the following items :— 
(1) £40 for interest on members’ share capital. 
(2) £30 interest on stocks. 
(3) One quarter’s rates (£10) for which no demand note has 
been received. 
(4) Ioan interest, £25. 
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PART If 


Answets may be submitted to not more than three of the 
following questions. Extra marks are allocated for Questions 4 
and 5. 


1. What is meant by the term “double eutry’”’ as employed in 
Book-keeping ? Illustrate your answer by journalising a purchase 
of groceries value £200 from the C.W.S. Ltd. 


2. What is capital expenditure ? Give two examples of capital 
expenditure. 


3. What is the difference between a debtor and creditor ? Give 
one example of each. 


4. Make out a bank reconciliation statement from the following 
data, and show the balance as per Bank Pass Book:— 


p 
Betance at bank as-per Cash. Book, .....::asss set xen. 2000 
Cheques paid ott and mot presented Fi27.2...500..0. 800 


Cheques entered in Cash Book but not paidinto bank 700 


5. Prepare an Investments Revenue Account from the following 
data and balance it, showing also the account to which the balance 
is transferred :— 


£ 

IMeTIDCES elarerMLCTES te in ca etcue rece 245 orator nancies cons 120 
ew Ainietest payable Dy SOCIELY. 5.2.2... s0sececareecseesss 80 
Savings-bank interest payable by society ................. 40 
PuerestrOn sharerinVeStINCHLS ©. siti...c-<s<.sde vaseagesscneen 100 
Eres ROTM LOA MIMI COLIMCTIUS nearer nas atericrscaetsnisbicieneeo<: 20 
Interest charged to Trading Account— 

(aye On land) buildings, and-fixtures ........05.0.cs0000+ 80 


SOC ere entree igtine seein yr sn ce ecangdese eens’ 60 
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TEST PAPER No. 4 


Three Hours are allowed for this Paper. 
PART L 


The following is the trial balance of the Newplace Co-operative 
Society Ltd. at the end of the half year before the final adjustments 
have been made. You are asked to make the adjustments given 
below, and afterwards prepare the following accounts :-— 

Trading Account. 

Investments Revenue Account. 

Final Revenue Account. 

Balance Disposable Account (Part B). 
Statement of Liabilities and Assets. 


Dy; Gr. 
3 £ 
Stock-on band, to Destin asec aces ae 4000 oo: 
Purchases 0f 20008 joc escas oct oe ee ueiee a 45000 
Goods, and Stock Charges noes cecesenndssee- 100 
Selling expenses... .5.5cate uae. tere eereee 3000 
Delivery expeusess.c-ct- a ete oot eee 60 
Land, buildings, and fixtures charges..... 200 
Géneral charges. Saimtsesw oes een 400 
waVinigs- batik Intenest ones: -pe a. auavteesiatet 20 
Education grant (Final Revenue A/c.).... 100 sae 
Hdtication Gortnittecre.« <5. cawenas ae 100 
Collective Life Assurance Premium 
(Final Revenue Account) 120 ac 
Sales: Stee. sore ees eee ee ene ae 50000 
Investments Income— 
Sharcinterest hee acc een ae 25 
Troan intetest’ cetaceans “o 15 
Investments— 
Shares V7. chotscat acters eee 1000 
LOGS HIS Je¥en st ccc Sasecn Seer ee ene nue 600 Se 
MemberexShare Capital hes. wee coerce seams ie 9000 
Savings-bank depositors ................0e008 Eco 800 
Sundry creditors, </hieom ur eee eee ce 60 
Shop fimtbiregiy. tersenescm en tenrceee areas 400 
Cash tm Taw cr: siencse,.. otcat ore eee 300 
Cash at Datiiat ccs ccs senate, eke eee 4700 


£60000 £60000 


( Continued.) 
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ADJUSTMENTS. 


Provide for the following items :— 
(1) Members’ share interest for half year, £200. 
(2) Interest on average stocks (£10,000) for half year, at 
5 per cent per annum. 
(3) Interest on shop fixtures for half year, at 5 per cent 
per annum. 


(4) Depreciation on shop fixtures for half year, at 10 per 
cent per annum. 


Stock on hand at end of half year, £6,000. 


PAR Le 


Answers may be submitted to not more than three of the 
following questions. Extra marks are allocated for Questions 4 
and 5. 


1. What are the three books of primary entry employed in a 
Co-operative Society ? In which of these books are the following 
classes of items entered :— 

(1) Shop takings. 
(2) Goods bought on credit. 
(3) Share capital receipts. 


2. What is a credit ? Prepare a specimen credit note. 


3. What is a Ledger, and what is its purpose ? How does it 
differ from a Journal and Day Book ? 


4, Prepare an Income and Expenditure Account of a guild 
branch from the following data :— 


£ 
eI rOTMSOCIOCY or, date eres ona s wht ade vtec cous b ee olen 5 
BES Ro MO TSCM IOUS sam eicte ricer e sane sis'ns pains tn vadian't vttnaneies 10 
Membership and affiliation fees paid by guild............. 2 
Peli eet AtOMel Veal, POSLAZE, .-cenccenccceresecnermasens 2 
SU MRO RM CANOA TC Weratet ph eissyaecoasecerc vee sancr on seeitnosen 2 
ee Ey Ste MEY eaten Ge ect hie ener insane sickle anise desiadvdes 2, 
PRS MO PROO SORE ae tee ee ons enn adse sens cerecesyerdine 2 
Bere Oye CM SCS Nee ites adage s ce nns sek ost natenens sts 4 


5. Explain the difference between revenue expenditure and 
capital expenditure, giving two examples of each class of expendi- 
ture. 
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EXAMINATION IN 
“JUNIOR EMPLOYEES’ PREPARATORY COURSE,” 
Marcu, 1926. 


INTRODUCTION TO STANDARD CO-OPERATIVE 
BOOK-KEEPING. 


Three Questions only to be answered. 
Time allowed, One Hour. 


1. Why should traders keep books of account ? 


2. What is double entry book-keeping ? What is the golden rule 
of double entry book-keeping ? How is the rule applied in the case 
of a purchase of goods from the C.W.S. ? 


3. What is the Journal? Journalise the payment of a cheque 
of £200 to A. Brown and Co. 


4. How does income differ from receipts, and expenditure from 
payments ? 


5. Explain assets and liabilities. 
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EXAMINATION IN 
“JUNIOR EMPLOYEES’ PREPARATORY COURSE,” 
Marcu, 1927. 


INTRODUCTION TO STANDARD CO-OPERATIVE 
BOOK-KEEPING, 


Three Questions only to be answered. 
Time allowed, One Hour. 


1. What is the difference between a debtor and a creditor ? Is 
a shareholder, i.e., a member, in a co-operative society a debtor or 
a creditor of the society ? Give reasons for your answer. 


2. Record the following items in the Journal of the A.B.C. 


Co-operative Society Limited :— re 
Pourht voodetrOlt C.W.o. Ld;, ValUG ic... .ci.c0e0ce snes 250 
Tapia TRIS oS. od yee ero) ih Gee eR 150 
Pata Wages ae CASh fae aioedact tote t sdeasice avis ndes sonyaloug 10 
PO MT TOO I SESRECASILO ENS cree cocoa eos ncnee'scessccnerecsseouten 50 


3. Explain the difference between expenditure and payments. 


4. Arrange the following items in a Statement of Liabilities and 
Assets. The difference between the liabilities and assets is Balance 
Disposable :-— 


SHALeVCApIEa OWNS CO MEMMCTES. s0. oc car snus -oenaeeoweedsiee 2000 
aad oes TLL OPCCLEONS! oscar aeaec ns smsnee cans sn testes 500: 
Ges meer eh Yast onee ste Me AN ae ah aie'ee Ride ds ae du pewmadune 600 
AGA CIN SRC ete ate se cand cimaraealte acpi ilove ss cece 800 
AUSSIE WOES 5) OR 200 
BoA ie At) LUC eee. on sett igs Bea yolsa Ba delat wh isinselsie wsaivinibaldeleatns 200 
ere RT MEY AUT AMINE eee regs ccc cahle@in ec bes kesie canine 600 
TIMES CIE LSM CTR otalscaaticd nearee os eaatiteeinsid siclenie's niceis 600: 
SEG Caml mii ee ae edn eu Aces bourse Uewuls iva Sas ehiesnad sicrd 400 
TINO MCOM MOI SPECIAL LOA Ts csec.iecsnnts mrss sacs 800: 


5. What purpose is served by a ledger ? Prepare a ledger account 
for the C.W.S. in the books of the X.L. Co-operative Society to 
record the following items :— 


£ 
Neate el rchases, LOM CW .. cee 0rs.e nde orice reese ccsstase 200 
ee ICE LONG) Ca VVC Od cece etae as soe 0 sisitstnevssoeecsses 170 


2) 
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EXAMINATION IN 
“JUNIOR EMPLOYEES PREPARATORY COURSE,” 
Marcu, 1928. 


INTRODUCTION TO STANDARD CO-OPERATIVE 
BOOK-KEEPING. 


Candidates may attempt not more than Three Questions. 
One Hour is allowed for this Examination. 


1. What is meant by double entry book-keeping, and what is 
the golden rule of double entry book-keeping ? Explain the golden 
rule with reference to a purchase of goods by a retail society from 


the C.W.S. Ltd. 


2. What is a Journal? Record the following transactions in the 


Journal of the Newtown Co-operative Society Ltd.:— £ 
Feb. 1.—Received share capital from G. Owen......... 5 
», 1.—Bought goods from C.W.S. Ltd., value........ 250 
5 ee Dhop Wales 101 cashistak. asa kpeencn ene nearer 175 
a poe Paid C. Wise Lid eee ea coer. eee 200 
uc o=Paid wages: in Cashi- v-Jun tome ect eee ee 12 


? 


3. Explain the difference between “income ”’ and “ receipts.”’ 


4. Prepare a Ledger Account for the C.W.S. Ltd. in the books 
of the Newtown Co-operative Society, and record therein the 


following items :— ri 
Feb. 1 =—Piurchases-iromC,\Wi5. Ltt.) eres eer 200 
2=-Paid tor; Was. Lidice. cc ceice enna eee eee 120 
3.—Purchases from C.W.Ss Ltd: cc. comes eee 50 


4.—Balance the account. 
(Continued.) 
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5. From the following data draw up the Statement of Liabilities 
and Assets of the Newtown Co-operative Society Limited :— 4 


WATE CAPllal OWNS TO TMEMIDETS 0... crveccseccesccui scar en 2500: 
OSEAN APE AICIS! eal Gila, ain 9/55 a ee 1350: 
(ou Fag niha hae" «Woe Mol fort am Gs iden eae (eRe Ce nc a ee 170 
WOON Bild oH Li sata se a Ae gel Su eae a a 50: 
Ronis Dini Peal Kemet cee ame ene eer ket ee inv ccwawie beers edeuaaeset 450 
WIT OM Er aeCTCAILOT Su manie i witxe sy -ceue sacesdtlerencneees 250 
Owing iy aMem pets a ects hiccteloie en aacteewsdusebancidees ttn 1040 
INVESEMBENTS An igecuitenseee satads veiw Sieh sce esheaalescsinesentui sual 1100: 
AS ite Tal Zogeba NEW GD UES Sg er ee a 340: 
Loans and savings bank GEpostts... ....c.scssme-gesossaxsvie 600: 


Balance'disposable, which must be included, is the difference: 
between the liabilities and assets. 
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EXAMINATION IN THE SUBJECT OF INTRODUCTION 
TO STANDARD CO-OPERATIVE BOOK-KEEPING. 
Marcu, 1928. 


Two Hours are allowed for this Examination, 


Note.—Candidates must attempt Questions 1 and 2, and may 
then attempt three others. The number of marks assigned to each 
question is given in brackets at the end of each question. 


QUESTIONS. 

1. What is the difference between a Receipts and Payments 
Account and an Income and Expenditure Account ? From the 
following data make out an Income and Expenditure Account of 
the Newway Co-operative Society Limited :— 


i 

Jan. 2.—Received from T. Ellis, share capital....... 40 

» 2-—Bought goods of C.W-S. Lids... scnsceoe: 30 
,, 2.—Sold to sundry members for cash, goods 

Walnle.corcoesamaaeesc sete de cece nena eee mene 45 

, o—Reéceived carriage account for ..:............ Z 

5 3-——Paid shop wages in cash 720 or. -cn.. sca 8 

» 4:—Paid C.W.0. Lid= cash for: goods..c...559ae 25 


, 4—Bought new counter for shop from C.W.S. 15 
» 9.—Received notification that the C.W.S. Ltd. 

had credited loan capital (investment) 

with £5 for interest due December 25th 


last. 
== bald orenewi COU Leiee eee eeeee nee eeneee 15 
wa Os raid Cattiage accounus ewe ae eee 2 
,, 6—Sold goods to sundry members for cash... 35 
(30) 
2. From the data given in Question 1 make out a Receipts and 
Payments Account. (20) 


3. In what two ways are the terms “‘ debtor’ or “‘ creditor ”’ 
employed in book-keeping ? Explain how the society is affected 
as a debtor when it receives money from a shareholder, i.e., a 
member of the society. (10) 


(Continued.) 
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4. Make out a Ledger Account for the C.W.S. Ltd. in the books 
of a retail society, and show in it the following items :— 


tt eee EC ACCS OL YOOUSs:..2. sn ghiadadeoweesadaY sven Pi 
an CAS TERHIGIRGAS Th See santo ea ane eee 15 
GF OLCHASES OF GOOUS... ve ardidsatendedccsres cnsapes 15 
PE AT CRC ASPRCe  iremiach feb foe eo ose ete- Soednueias 15 
Where will the corresponding entries completing the double 
entry be found ? (20) 


5. What are assets and liabilities ? Give two examples of each. 
(10) 
6. What is a Journal ? For what purposes is it used in book- 
keeping ? Prepare the rulings for a page in the Journal and enter 
therein the following transactions :-— 


ie 
Jan. 2.—Bought from the C.W.S. Ltd. goods ....... 100 
eee ald. cash for S00dS & 22 Wiced sees nec ses serene 5 
WMS HOT) CAKINGS Geese Pac ceusostuens cess ceases ce 40 
AL CW Oo Cdicce ote mentee vosievcsiescring cesses 100 
,, 4.—Received from §. Johnson, share capital... 10 
(20) 


7. What three books are usually employed to record the daily 
transactions of a co-operative business ? State the nature of the 
transactions you would expect to find recorded in one only of 
these three books. (10) 
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CO-OPERATIVE BOOK-KEEPING EXAMINATION 
APRIL, 1926. 


STAGE I.—ELEMENTARY. 
Three Hours allowed. 


Candidates must first attempt the Exercise of Part I., and may 
then attempt three of the Questions in Part II. 


1d, 0 2) PR 


‘The following trial balance represents the balances of the Ledger 
Accounts of Newform Co-operative Society Limited at the end of 
1926, but before certain adjustments have been made. You are 
asked to make the adjustments given below, incorporate them in 
the trial balance (which must be shown), and afterwards prepare the 
following Balance Sheet Accounts for the half year ending December 
31st, viz.:— 

Trading Account. 

Investments Revenue Account. 
Final Revenue Account. 

Disposable Balance Account, Part B. 
Statement of Liabilities and Assets. 


TRIAL BALANCE. Les Cr. 
% £ 

Stock on hand, July Ist, 1926.....s2.2222.-8 800 i! 
Goods: purchased Gai. ts@r a. cuen suas teceeeee ocr: 7000 ee 
Goods. Sold... ccscccaerd: facassinruece sens dae aeeeen geen 9000 
(Goods and: stock Chargessinc..eosere neste 50 “i 
Sellitig expenses ce: .sscee.aceeecetseenee aerate wee 500 
Delivery expences: sccccccscse sce cane eatin cas 30 
Land, buildings, and fixtures charges ...... 140 
Generali charged: cmv rety tetanus aa 80 
IOAt INCELESt Can tsnc cece oes see eee anteencees 25 ae 
Reserves LUNG 2 xccacteccees teaeex emaamers a maar ee 500 
Dividend Equalisation Fund .................. ee 200 
Disposable Balance Accounti...0m-.-<se ee 150 
share interest received i isrtsisc,ccte eee at 30 
Share investment (I. and P. Society) ....... 2000 ome 
Members\ share capitals... sehen en eare ie 2000 
Loan capital conic .cctmsst es eee meee one tae eeeeee ~ 1000 
Land 2nd Duidings.e =. cnet ates 1000 ne 
Eixtures 2 otrlintomsst an Gtueseae aee eran ee 200 
Cashoin hamd Varcccscmtnces doce erates nae 155 
Cash at bank seem ten emt eee 900 


£12880 £12880 
Stock on hand at December 31st, 1926, £600.  (Continued.) 
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Provide for the following items before making out the accounts 
asked for. These adjustments should be journalised in order that 
the examiner may be sure that the candidate knows the accounts 
to which they should be debited or credited :— 


ilterer tre natme Me Ga utalemeactn ssc ccrsseksgetevecasse nas 40 
TRCCTeS notes acpe Ce GEICO S ew. epecte cone hcecnge ve csesk 20 
pA Goss Soteyep i Aare g Noy OS eel! are eee ee ee 4 
WAS ELOs LaCie C LOU rer Ne, ten Neat cede ce iige niin swee dada e2 20 
Mepreciation-on landsand DUUIGINES 22... ..0sst eas. aee eee 10 
POE lett LIMO 1 SE UIECS fear el gag cat se cla cinta en an ode 10. 
Interest dite! On evare {Ves UInedtSiwacs ech vrchin te ceassstuoss 20: 
Raveena ta ceo Oars AO VANCE ccrewe os nics site dees see oa9 5 
PART Ii. 


Not more than three of the following questions may be attempted. 
Higher marks are allowed to Questions 4 and 5 than to the other 
questions. 


1. What are the books of primary entry employed in a small 
co-operative society ? In which of these books are the following 
classes of items entered :— 

Purchases of goods; 
Wages paid; 
Members’ share withdrawals ? 


2. What are the class names of the three parties to a cheque ? 
Prepare a cheque for £50, and indicate the three parties in the 
cheque you prepare. 


3. What is discount? How does trade discount differ from 
prompt cash discount ? 


4. Explain how an Income and Expenditure Account differs 
from a Receipts and Payments Account. 


5. How does a reserve for bad debts differ from a reserve fund ? 


N.B.—Candidates in the Book-keeping examinations of the 
Co-operative Union are required to reach the pass standard in both 
parts of the paper before they are granted a pass. 
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CO-OPERATIVE BOOK-KEEPING EXAMINATION, 
APRIL, 1927. 


STAGE I.—ELEMENTARY. 
Three Hours allowed. 


Candidates must first attempt the Exercise of Part I., and may 
then attempt three of the questions in Part IT. 


PAK Ti 


The following was the half-yearly trial balance of the Mutual 
Co-operative Society Limited on June 30th, 1926, before the final 
adjustments were made. You are asked to make these adjustments 
(which are given below) and afterwards make out the following 
Balance Sheet Accounts :— 

Trading Account. 

Investments Revenue Account. 

Final Revenue Account. 

Balance Disposable Account (Part B). 
Statement of Ijabilities and Assets. 


TRIAL BALANCE. Dr. Cy 
£ ie 
Stock on hand to Desiiye..-e te eee 8000 
Purchases of 00dS seas. c7 cs nn sacs see et oce 64000 
Coodsvand stock Charges a: c.cat eens 150 
Dellingrexpnenses vce. eens sees ee ee ees 5000 
Delivery expenses: osc. sccenuacst san « seen are 80 
Land, buildings, and fixtures charges ..... 250 
Genetal ‘charges i. .c.cauaties ecscs ene eee 500 
Loan interest <c.scencssseracnceter ss ete 40 
Savings banininterest 17... «..eeteassenee ee 20 bes 
Sales pei temperonsss cives cont ceca heen wane ee 80000 
Investments Income— 
Share iiterest-c..ascvsercec seen ae 50 
Loan interest... seen eee ah; 30 


(Continued.) 
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TRIAL BALANCE—continued. 


Investments— £ £ 
SEW Aah Oa ae ga ee eee 2000 
TOG Ti Spere ce eencte. eee cen sees e ie hese cease 1000 ne 
Members shore capitalaessns it s0s.6s0n ess - 10000 
Members eloatmcapitalee.. 2 2,detesetrseic. ts: = 2000 
wawines: bank depositsen ce eteiissas.. cess me 1000 
SUC Gyn COUECOES re: acest ene cce es ereenctee > oe 960 
Tandtand, buildings aan: .ncrky cease sores 0s 8000 
Bix putessa mn UittingG re. ve..ccw eat fetee ter 2000 
Cs Bate LAN ere varstant ceeotes emnnee eee: frees 1000 
RSE SAPRDOUIO ee mececaer ier ee ete emctecet ened 2000 


£94040 £94040 


(1) Members’ share interest for half year ............... 200 
(2) Interest on average stocks for half year ............ 250 
(3) Interest on land and buildings for half year........ 200 
(4) Interest on fixtures and fittings for half yeaz........ 50 
(5) Depreciation, land and buildings, for half year.... 100 
(6) Depreciation, fixtures and fittings, for half year... 100 
{7) Education Grant (Final Revenue Account) for half 

Sidd MEER meno ate ret ant aaceeeica tens sehr tee Ua paccaesiacenns 200 
jojeoLock Onvnatidvatiend Olall Year... ..c6.2:-.aseroees 9000 


N.B.—Journal entries for the adjustments are to be shown, but 
candidates are not required to prepare any Ledger Accounts. Extra 
credit will be given examinees who submit a correct final trial 
balance incorporating the adjustments. 


PARTS: 

Candidates may attempt not more than three questions. The 
maximum number of marks obtainable on this part of the paper is 
fifty, and the number allocated to each question is given in brackets. 

1. Prepare an order cheque drawn on the C.W.S. Bank for 
£100. Explain who is the drawer, the drawee, and payee of the 
cheque you prepare. (15) 

2. What is a ledger and what useful purposes does it serve ? 
From what source is a ledger entered ? (15) 
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3. Prepare and balance a Cash Account for Balance Sheet 
_ purposes from the following data, employing the group headings 
of the Standard Balance Sheet :-— 


Jans Received share capital .2...c.2.2: stserene neon 200 
5 Ji==Paid, C.W:-S,; LAdmion goods t22..-.c.-cee- 100 
see ohOp takings: /eesc cose seen astra ce eeeetenerr 50 
». -2-—Paid Railway Co. for carriages: - es... 5 
py PAI WA SES vera ance o- sasdensean ter seats enemas 10 
,, 2.—Received interest on Ship Canal loan...... 10 
yn) O—SHOp takings. arc... sc camemeedssasee ss tee maar 50 
(0 83=Share withdrawals ius. aSosnee aes ae 10 
yo —Paid, C.W Sn lot S00dS .227.2) nee see eee 100 
5 4.=Shop takings <.2.5.0).sciseeenescsacasdeseev eater 50 
gy Se SSH WAT OGbEATENS. ccoscochbaconcsnccddoasdcooxt 20 
, 4,—Paid various trade expenses ................ 20 
he 4 = nvestecsink CAS ate rreee ener Gme acter rns 200 
,, 4.—Received interest on share investment.... 50 

(20) 


4, Under which functional heading should the following 

expenses be entered ?— 
(1) Carriage inwards. 
(2) Insurance of stocks. 
(3) Insurance of buildings. 
(4) Committee fees. 
(5) Telephone charges. 
(6) Office wages. 
(7) Shop wages. 
(8) Painting and repairs at shop. 
(15) 

5. Make out a Bank Reconciliation Statement from the 

following data, and show the balance as per Cash Book:— 


Balance in hand as per bank pass book ............. 1500 
Cheques in hand not yet paid to bank................ 600 
Cheques sent out not yet returned to bank ......... 400 

(15) 

6. What is a credit note? Prepare an example. (10) 


7. State and explain the golden rule of double entry Book- 
keeping. (10) 
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STANDARD CO-OPERATIVE BOOK-KEEPING 
EXAMINATION. 
Marcu, 1928. 


STAGE I.—ELEMENTARY. 
Three Hours allowed. 


Candidates must first attempt the Exercise of Part I., and may 
then attempt three of the questions in Part II. 


BAR IN. 


The following was the half-yearly trial balance of the Newway 
Co-operative Society Limited on June 30th, 1927, before the final 
adjustments were made. You are asked to make these adjustments 
(which are given below), and afterwards make out a final trial 
balance embodying these adjustments, and then draw up the 
following Balance Sheet Accounts :—- 


Trading Account. 

Investments Revenue Account. 

Final Revenue Account. 

Disposable Balance Account (Part B). 
Statement of Liabilities and Assets. 


TRIAL BALANCE. Dr. Cr. 
£ i. 
Sas IaeL iwi ddd enters cee cmeadensiccsstecaastn » 155 ae 
KOa 6) Gi Oc iallle! ce aor acer aC acer aCe SCCaC a Rae 2365 
Stock on hand at<January Ist, 1927 ....... 6000 
Goods purchased and carriage ............... 47500 eee 
SSIES H ae adh | Aan ROR Ata ee ee Sti 56000 
GopdssaidSLOCk Charest cre. scccneedsas%s 125 
WGLINTIOWE DCMS aise. te ater sidinsen sc ssivasec sass 4700 
IDEUIVERVECEDCUSES Err tetnattias seanesviess acne. 65 


(Continued.} 
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TRIAL BALANCE—continued. ie f 
Land, buildings, and fixtures charges........ 380 60 
General(Charcesc.su cvetvacscs-aeereeemecea teres 455 vee 
Toa Interest ate. c nae. se sseaeace can snccesaee ncaes 40 
Savings bank interest <Jesscsrsessse sees eres es 20 
Interest on C.W.S. share investment ....... oe 75 
Interest on loan investment .................- ae 20 
GW Sxshareaivestimenty..c..tevesvevessencees 5000 
LOair 11: VeStiients, .ercrcessenctementone ne. camer 1300 we 
Members Shate'capital 5..4.0c-c0.e 222 senna if 15500 
VOan Capital «ov. .naccsctscestseseube sons nasozauemnen oes 1000 
Savings bank deposits .......cts.-ss00s-eteessss oe 800 
Siincey, Cleaitol sae seen ceddeeceetce nets ee 770 
aiid ta da Dull ines teeeccs aren eee ere ese 4540 
Bixtores and fittings 2.7 ss. ssseccscsa<s000 onsen 1520 
Rates and taxes paid in advance ............ 60 


£74225 £74225 


ADJUSTMENTS TO BE MADE. 


Interest on members’ share capital for half year...... 340 

Interest om landiand buildings:...cc...-.---1scceeeee ee 115 

Interest on “average atockss.c.congess essen cc oeeeseee 170 

Interest on-fixtitres and fittings:-..0:...0..-1.casanueeee 40 

stock on hand@at June dOtiin 1927 seen, recs cece 8000 
PART II. 


Candidates may attempt not more than three questions. ‘The 
maximum number of marks obtainable on this part of the paper is 
fifty, and the number allocated to each question is indicated in 
brackets. 


1. What is an Invoice Analysis Book? Rule a page of an 
Invoice Analysis Book on the plain ruled paper (Form 3) and enter 
therein the following items :— £ 

(1) Jan. 1.—Purchase of goods from C.W.S. Ltd..... 800 
(2) ,, 2.—Received carriers’ account for carriage 
of goods to members .45..:...c.c0000se> 4 
(Continued.) 
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(3) Jan. 2—Wages for week— £ 
RODEN eect. Tether vaceeee c. 8 
RO EINC Coe amr ce cet Wom hacdinateeas aw <asceece’ 12 
CEO OT NCENCES Soren u ara oantadt acces schasen 2 
(Ogee = CTOUNG TENT OL SHOD chic eties onc tasens cs 5 
(6) Bee ae WOW CLEA IIS he nes teen esc ces cece rece 1 
(7) ,, 4.—Repairs to house property ................ 10 
(8) ,, 4.—Purchased new counter for shop......... 15 
(20) 


2. In which Balance Sheet Account are the following items 
likely to be found :— 


Income tax reclaimable. 


( 

(2) 

(3) 

(4) Interest on lands, buildings, and fixtures. 

(5) 

(6) Stock to end. (10) 


3. Explain the difference between the nature and function of 
expenditure. Why is functional classification of expenditure 
desirable in a co-operative society ? (15) 


4. Prepare an order cheque with yourself as payee and J. 
Smith as drawer, and endorse it specially. (15) 


5. What is the difference between receipts and income, and 
payments and expenditure ? _ (15) 


6. What advantages does double entry Book-keeping offer 
over single entry Book-keeping ? (10) 
7. State, briefly, how co-operative Book-keeping resembles 


and differs from Book-keeping in non-co-operative businesses. 


What books of primary entry are employed in co-operative 
Book-keeping ? (15) 


LEDGER ACCOUNTS OF THE NEWWAY 


APPENDIX I. 


The Ledger Accounts of the Newway Co-operative Society Limited 
as at January 30th, 1926 (after preparation of the Balance Sheet); 
also the Trial Balance and Balance Sheet of the Society. 


PERSONAL LEDGER. 


Ile 
Dry. JOHN LORD. Cr. 
| Inv. 
(CBee Be le || INOn) fess 
esa, S| AKO Berle ih PAO) | Jan. 4 | By Shop ..... LT j}200 3 050 
Bae 
Dy. CO-OPERATIVE WHOLESALE SOCIETY LTD. Cr 
Inv. 
Cos] ee Sin Ge INfonl 28 YS. Gl 
jane ls lo. Batiker-ceeel me SOO On| Mijateme on By iGoodse-; mea OU mn OmmO 
oe Oat aes Pe enue LOO 9 eae Lie fp eel 2 7 LOO 5 O0GO 
fo. LAGI oy a eee t 00 © © » Listes Breese eos LOO ROMO 
ay ASHI ap Py nents ee 2 Om Ome) LG) Stat ye 2e el Om Om 
vy GU! jg TBI, rahi 12 OO ee) eZ, | Goodsieea) 145 110s OmO 
down . A PARE Reece) PAO UO EP 
£520 0 0 £520 0 O 
7) 30) By Bale brot: 
down ... 120 0ReG 
By 3. 
Dy. SMITH & BROWN. Cr 
| \| | Inv. 
Ce eB Gl INGOs aeseacs 
raneel IG bombankererr 140) ORS O09 |= liatian 5) Bye Goodse-- an) 40s OmnO 
ee Oar perce Le Ome Omar 0) eee Siler i Oe | a) Or 
Peo Ol ee aleicate Ree oten|l oa as 15:1) 20 OO) 
down 20 0 0 
£80 0 O £80 0 0 
EEO eye Balabtote 
down.... AY @ @ 
F. 4. 
Dy. GREEN & BLACK. Cr. 
Inv. 
C8.) Sale Koel 6 GS Gl 
rare ia el owes ast karen 1) 200 SO ane Sie By Goodcmcs)a4anleo OMnO mG) 
Es.3. 
Dr. WREN & CO. Cr 
; Inv.| 
Cae CaCl IN@s)) 96 Ga Gh. 
Jans 11s lor Bankers fe OO ein, | Byers o 5 | 1 © @ 
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1G, 
Dy. WOOD & CO. Cr. 
Inv. 
CoB ee sad: NOW esac: 
Janes Gi) lo Bank... Ue PO SOMO Sanwa Gi By kietures: 6.) 10010 sO 
NE 7) 
Dy. BRUSH & CO. Cr. 
Inv. 
CyB esr d. IN, || 46 eb wk 
fan, 13)| To; Bankecs..- | 20° 0) 07) Jans 13) By Painting 
(GUjyy Big Cel 
Account)... 11 | 20 0 0 
F. 8. 
Dy. A. SMITH. Cr. 
Inv. 
CBP fers. cd: Ws!) fh Bech 
Jane28 lo Cashin... 1 5 0 0 |i Jans28) By Carriage 
(Delivery) .| 17 0 0 
18, ©). 
Dye L. M. & S. RAILWAY CO. Cr. 
Inv. 
CIB) 16 Ge Gk INKS] 6 iS Gl, 
awe 2Z8i-fo Cash. co -. 1 2 0 O/|| Jan. 28} By Carriage 
(Goods 
Account)| 18 m WO 
Je, 1O. 
Dy. CO-OPERATIVE INSURANCE SOCIETY LTD. Cr. 
| Inv. 
(Ch gS Br Gk INO, || 4 Se Gk 
Jan. 28| To Bank...... 1 3 0 0] Jan. 28} By Insurance 
(various))---19 19473) (0870 
| 
Bealls 
Dy. CORPORATION. C7, 
| | 7 Inv. 
| (CB) eG), Ne lo. fo SS, le 
Jan. 30) To) Bank....... 1}2 0 O|| Jan. 30} By Electricity 
(Gi Be cee, 
Charges) ...., 22 | 2 0 0 
| 
Brel 2s 
Dr. POST OFFICE. Cr. 
as Inv. > 
| (CIB) a aly WOn|| 1 Sie 
Jan. 30} To Bank....... 1 |i © O | Jan.30) By Telephone 
Charges (Sell- 
ing Exp’nses)| 23 | 1 0 O 
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Bais: 
Dy. STAFF (WAGES). Cr. 
Ie Bugle ss d. Inv-| f 3sad* 
Jatialo Wwlo Cashiers 1|4 0 O|]| Jan. 13] By Selling No. 
ae Os heer LA beditngats 14 Ono Expenses— 
see CATA Fey usmeesue Do 5. 00 Shop Wages} 8/4 0 0 
1 SLO mre Ae Ln eS a PAY Ks oa 13|};4 0 0 
sae A Pe i LGRieo a OO) 
7 00) Othice Wages! (ZIV icS 0a 
pal Oe 0 AVAL (0 
IMPERSONAL LEDGER. 
1 
Dy. SALES ACCOUNT. Cr. 
£ Us ide | CEB tesa Ge 
Jan. 30| To Amount iat aie Casaireet 120 a OO 
carried to Pe ie WR e PSA aces D5 es OaO 
Trading  meivers cal oi ee ee ei Lhe Oe OmO 
Account ... 530 0 0 2a eee eats 1751225 250 mo 
ae USUI Hee genet nent 1 ZOO 
Fall Sell Gs ele Be, acres i S25 Ome 
sl taal. el ees ao Ome Ome) 
ee LG ne ea eee Teer UP) 
| Oh ee eee eee LP Z5 ORO 
coe LO) Ne Gan valet I-30, 50:0 
B20 as ee ae oc caate L 30s Om0 
PEP ARS 5 Beare! 1 eZ 5re Ole 6 
eee ere | Remar: Le 25 Onn 
We ay 2s eee aerate 1 20m Ome 
Hae ies inl Name ore pe AG KO 00) 
ne LOL ee eee Bote i ee @ © 
Neer AW | Mite ae Binet Lo 30 -OR80 
HW eh a2 Sh Fe wee ere 1) SOS ORO 
Bae As Bal MR Pere ei 1) 405 0F 50 
haga Mm tian eee 1 |30 0 0 
£1530 0 '0 L530 n- Onn 
E2: 
Dr. GOODS PURCHASED. Cr. 
| TPALBtI Gases ee TS ol 
Jan. 30 | To Sundry Persons.... 1 |622 0 O || Jan. 30 | By Amount carried to 
| Trading Account 622 0 0 
£622 0 o} £1622 0 0 
base 
Dy. = GOODS AND STOCK CHARGES. Cr. 
fos. d. £ d. ; yf i 
Jan. 30 | To Sundry rene as haa ae Tae ae 2 0 0 
Insur, on 
Stock. 10) (0), LAS! 
Int. on 
Stock... 1 90:70 1 
A NI) (0) 
£210) 0 ZOO 


CO-OPERATIVE SOCIETY LIMITED. 251 
F. 4, 
_ Dr. SELLING EXPENSES. Cr. 
Ss 1a week 330) B i 
Jan. 30 | To Sundry Cee cS i Leo greene é ri i 
Wages ...18 0 0 |1.A.B 
Teleph’e 1 0 0 1 
19.70) 30 
£19 0 0 fi9 0 0 
F. 5. 
Dr: DELIVERY “EXPENSES, Cr. 
TASB.) £ [sx idt foseed 
Jan. 30 | To Sundry Persons....| 1 5 0 0O |] Jan. 30 | By Amount carried to 
Trading Account 5 0 0 
£5 0 0 Woon 
F. 6. 
Dy. LAND, BUILDINGS, AND FIXTURES CHARGES. Cr. 
’ 1 Saale eS aucaah ie Sa) cl 
Jan. 30 | To Sundry Persons— Jan. 30 | By Amount carried to 
Painting..20 0 0 Trading Account Zi 0510 
Insurance 2 0 O 
Grad Rt i 0 0 
Deprec’t’n 1 0 0 
Int. on 
Land, 
Buildi’gs, 
& Hixts 19/0 (0 | FAB 
Electricity 2 0 0 1 
27 0 0 
£27 0) 10 £27 0 0 
eds 
Dr. GENERAL CHARGES. Cr. 
fe ise ide f 1ss ide ee Stee ls 
Jan. 30 | To Sundry Persons— Jan. 30 | By Amount carried to 
Station’y..10 0 0 Trading Account 19 0 O 
Office 
Wages ...8 0 0/|I1.A.B. 
Bank 
Charges.. 1 0 0 1 
19) 0 0 
£19 0 0 £19 0 0 
- 488, 
Dy. INVESTMENTS REVENUE ACCOUNT CHARGES. Cr. 
| 
iy Sy fale £ seed 
Jan. 30 | To Share Interest— | I.A.B. Jan. 30 | By Amount carried to 
Members.......... 1 2 0 Inv. Rev. Account 2, 1060 
| 20) 0 £2 0 0 
1g) WS). 
Dr. FINAL REVENUE ACCOUNT CHARGES. Cr. 
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F. 10; 
Dr. LAND, BUILDINGS, AND FIXTURES CAPITAL ACCOUNT. Cy. 
sid. f ‘sid. ee 1g SR ols 
Jan. 30 | To Sundry Persons— Jan. 30 | By Land, Buildings. 
SHOP rcs 200 0 0} 1.A.B. & Fixtures Charges] J. 
Fixtures... 10 0 0 1 (Depreciation)....... 1 T0570 
——_— 210 0. 10 5, 380i) 2, Balscarr. down :... 209 0 0 
£/210 0 0 £/210 0 0 
Jan. 30 | To Balance of A/c. 
brought down ...... P 209 0 0 
Fy uie 
Dy. INTEREST RECEIVABLE ACCOUNT. Cr. 
Wee ae ats fs. de 
Jan. 30 | To Amount carried to Jan. 30 | By Accrued Int. A/c. 1 LT .'0: 19 
Investments Rev. ,» 30] ,, Land, Buildings, & 
ACCOMM Gy oa sstseistees s5's 3 0 0 Fixtures Charges} 1 kK. -0-°Q 
» 30] ,, Goods and Stock 
Ghargesyceaseresse 1 £0710 
G3 00 E3908 10 
Bo: 
Dy. SHARE INTEREST DUE TO MEMBERS. Cr. 
£ s. 7d: £eS-G: 
Jan. 30 | To Balance of ssi Jan. 30 | By Investments Rev.} J. 
carried down.. 2) Xi) {8) Account .......000. 1 27 0).0 
Se £2 0 0 
Jan. 30 | By Balance of A/c. 
brought down ... 20 70 
F. 13. 
Dy. ACCRUED INTEREST ACCOUNT. Cr. 
: £vsords £usaxds 
Jan. 30 | To Int. Receivable} J. Jan. 30 | By Balance of A/c. 
Account (C.W.S. carried down...... 1 OF :O 
Share Interest)...| 1 Lt OF 0 
fl 0 0 f1 0 0 
Jan. 30 | To Balance of A/c. 
brought down ... tO) 6 
F. 14. 
Dr. SUNDRY ACCOUNTS OWING. Cr. 
£s. d. Ie sale 
Jan. 30 | To Balance of A/c. Jan. 30 | By Land, Buildings, &| J. 
carried down...... 6) 200 Fixtures Charges 
(Ground Rent) ..| 1 TOO) 
30 | ,, Selling Expenses 
(Staff Wages) .... 1 50 
£6 0 0 {6 0 0 
Jan. 30 | By Balance of A/c. 
brought down ... 6 70e 
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INVESTMENTS LEDGER. 


Je, Jl 
CO-OPERATIVE WHOLESALE SOCIETY LTD. 
Dy. SHARE INVESTMENTS. Cr. 
Wem 6. dh Ls. a 
Jan. 14] To Bank...... 1 {100 O O || Jan. 30} By Bal’ce of 
\ A Coa Carke 
| down ...... 100 0 0O 
£1100 0 O £100 0 0 
Jan. 30} To Bal’ce of = 
A/c. brot. | 
down ...... 100 0 OJ] i" 
SA Ge GER: 
Te, dh 
Dy. CHARLES JONES. Cr. 
i Ss le (Cm) fo Ss xl, 
Janu. 30| To Bal’ce of faaemlel | ebva Cashlersc 1 sy XO) 0) 
Alea carr, AA MUO R Ts ecko ee) <O -@ 
Gowan. 155500 Pm A Bee Os ewan Le LOO MORRO: 
£155 0 0 £155 0 0 
Jan. 30| By Bal’ce of 
A/c. brot. 
GO Walleeeee 1155 0 0 
ees 
Dr. FRANK WOOD. Cr. 
\ TOBY Ls. a. GBilte pr sid. 
Uf@ials UES) |) Wit} CES) somes 1 Ome OF) | lartemlanBiy: Cashin. 1 i Or @ 
OU alicemon Rie F's lawAse adksha stout 1 6000 
AC. Cath 
down GO Oe to) 
| £65 0 0 £65 0 0 
Jan.30 | By Bal’ce of 
ueAY Camibrot 
; | __down ...... | 60 0 0 
3. 
Dr. ROBERT OGDEN. Cr. 
<i sad, (Bi. (feerid. 
Jan. 30| To Bal’ce of acd eB yaGashien dn. 1 By OO) 
A/c. carr. a eos Sov eten se B 40" 020 
down ...... 45 0 0 | 
£45 _0 0 | (45 _0 0 
Jan. 30 | By Bal’ce of 
Alc. brot. 
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F.4 
Dr JOSEPH PALMER. Cr 
He Bie le Py, Gl. 
Jan. 30| To Bal’ce of Janel {Biya Cashin. By 0) 0) 
Ajes Catt: 
down ...... 5 (00 
Lom OnO £5 0 O 
Jan. 30 | By Bal’ce of 
A/c. brot. 
down ...... By M0) 0) 
; ES 
Dr. JAMES HUNT. Cr 
ZS. a PEN isle 
Jan. 30} To Bal’ce of jane Le Biy- Cashyen.: ms @ © 
JIMKes (eehacy = Spa eee 20 OmeO 
down. ...... 25 ONO 
pay OU £25, OmnO 
Jan. 30 | By Bal’ce of 
A/c. brot. 
down. ...... 2555 Ome O) 
Bee 
Dr. THOMAS POLLITT. Cr 
He Ss. wel fo Sade 
Jan. 30| To Bal’ce of il) Jar we Biya Cas iitacece oe MO 
AY CeCatt, Pe Whey. Ee onab 205 Oe0 
Gowitleeeceer 25 0 0 
{pay U0 25) ONO 
Jan.30 | By Bal’ce of 
A/c. brot. 
down ...... 25) 1070 
7 Eg 
Dr. KAY BROWN. Cr. 
: é Z% 8. d £ Sods 
Jan. 30| To Bal’ce of Jaaeela ie isival Cac hieeemes yy WY 
Aje. carr. 
down ...... 0) 
| Bo 08 0) POs 
Jan.30 | By Bal’ce of 
A/c. brot. 
down ...... sO 
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he 
Dy SUNDRY SHAREHOLDERS (8 to 107). Cr. 
Te 5 (CA| 76 Ge Gl. 

Jan. 30| To Bal’ce of Jan. 2 | By Cash— 
INO. Cart: M’b’rs, 8/27| 1 | 40 0 O 
down ...... 200 0 O ee a 2aiBYi| i |) GO oO © 
» oD yy HN IN | AO 
m oy RSHSA, WN PA 0) 
» 14 oy ss) tk | BO @ © 
ay 8 oy SSO ik | 2 oO 
200 0 O £200 0 0 

| Jan. 30 | By Bal’ce of 

Alc, brot. 
down ...... 200 0 0 

| } 
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NEWWAY CO-OPERATIVE 


TRIAL BALANCE, 


Compiled from the foregoing Ledger Accounts and 


FuLL TRIAL BALANCE. 
Ledger " 
LEDGER ACCOUNT. Folio. ] 
Dy. Cr. 
aS ae i ey 
Cashivratin fecwcecteeeclisos teste nctetopiemiete semis CaBei 10557 OM OF R1OL See mnO 
Baile ceca soceuh ceva namerauamanariamsaates sent ates CA Beal 980 0 0; 827 0 0 
Sales Me cacdetawien nseecincl-nyse node neice JGrchos ee w |). coone 530 0 0 
Pirchasessy.ce-oseeccs cnecacwor veeeenen scieee a 2 62250) 0) eee 
Goods and Stock Charges................. = 3 ZOO i oaceen 
Sellin'osBxcpenSesipcmansaeeaeaeneceesctt =: 4 LOO SOs eee 
WD ela etayan sp CL SCSacretyerriereetenletterereterelseleler 5 Sy WOE er iene cuodtc 
Land, Buildings, and Fixtures Charges ie 6 27 OO) 9 eee 
General iCharces ts a..cs.cnsecsascmadeaeeee aa 7 195) 0703 | eee 
Investments Revenue A/c. Charges.... PA 8 2 +O OF cee 
Final Revenue Account Charges ....... ce ON. eiccaeen ph|| eee 
Land, Buildings, and Fixtures (Capital 
ENG(EOUBTE) cooone aisioléG@ insists cieiaistusislaniaisheten a meets | = Lo) PANDY 0 0) i Oe 40 
Interest Receivable Account ............ | = oul Le eee 3° 070 
Share Interest due to Members.......... Pa Ae i)” Sastiaas, we 0 -O) 
NGChitedeUItereSt eC COMME. caesaicieit sere a lee LO; “O3) See 
Sundry Accounts owing...... souexiaanrsseer 350 © TASS) Den eee 6 OG 
CWS? Sharenitivestinentesccansecesescehe Isp, IL, Tl OY TO) ON esc 
Sundry Shareholders jres.sseuenesecneece S. L. 1/107 2 OOF S25 OG 
Sutrditsys Creditors seer meeeeneerni eee Pers. L. 754 0 0; 894 0 0 
MUO UAT cere deteesee £3801 0 0O [£3801 0 O 


CO-OPERATIVE SOCIETY LIMITED. 
SOCIETY LIMITED. 


JANUARY 307TH, 1926. 


from the Cash Book given on pages 112 and 113. 
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LEDGER ACCOUNT. 


SKELETON TRIAL BALANCE. 


Dy. Cr. 
i sard: LaeSande 
CES Nanas Adacta clea sonadcedoceGoacesndancdA ab ScosOSosaSSEBOnSe eo AYE Escada 
Peat ower ee teeter sk arte iesaase ciscieiqeisewictes vais eee tenet eas 153,900" Beers. 
SAIS, Saar uo Adonpkne aie ahaa CoOR CeO MEOH ORECE AE Mears cr | lmnmFISr Hed 530 0 0 
PCM ASE S arse aeitersaaseis tose ols ciaisieisieieisheis/a/o ais eeata vseicietes oe CPE OO core 
oods and stock Chargesiccc4-s-cc+csscecsesesache: ve Xt DP i Gp bdae 
cline XPEUSES pessstrarcsanesee esses ceoeeeccessee tats 1 O° © | © serace 
Deliv crys XpPeHses parser scsacerecveccecseneraseacs ec cers. SB) A Oe  “oeaend 
Land, Buildings, and Fixtures Charges ........... 2720 OF Nag eesctaes 
Generals Changes spar cerarscsncscee sec cocseseee tases «<i. LOMO RRO ae ceratets 
Investments Revenue Account Charges .......... 2 OO ena. 
BinaleRevenne Account Charges.ce.ccsccocsssecsece|] @ecoss wesw 
Land, Buildings, and Fixtures (Capital A/c.) ... PAU) 0) OP |) oponee 
Interest Receivable Account <c2ccessesccccscceesssss| sv ain'ee e: 0) @ 
Share Interest due to Members ............:0.0ce000| eee eee ZOO 
Accrued Interest Account ..............sscesesseeeee oe @: On YW] -—  -goeaas 
SiidinyeANC COMES O WAM mer descr ccs cienr cen see=sen || tare >= 6 0 0 
GaW.Ss Shares nyestIMent .ecccerccccess nes esersie se 100 © Orel caaz0e 
ind Gye SHAvenOldeLs s.sseeecsesreseecehaseceteceseceers|i | e=-nee 520) 00 
SrvnGbmyXCKechtwaNis) qaasanasnedhosocoodydupadooecoBosooeeed|) i ssouncoo 140 0 0 
OU AI weseeaecceass..conessebedeset: £1201 0 O | £1201 0 O 


258. 


BALANCE SHEET OF THE NEWWAY 


BALANCE, 
I.—CASH 


To Contributions— 


RECEIPTS. 


Capital Account. 


WO AlS pee cn aeice tema nctomacaceataeslasstsescodenene 


Sundry Items. 
Nil. 


Trading Account, 


eh 


rata Seen 


on ASE (COTES) acccsenentadcss cnnosodsteccddoecoddcoceonce: 530 0 0 
Ae. Peni SittelaleC) tecocapocpancpancnmsousedcersacrassaca( | _-ceoond 
Pee Dividend: ony Purch asesmarteccttesecci=eeciascsettste/ =I saree 
530 0 0 
Investments Revenue and Final 
Revenue Account. 
Nie ie Receives ci aaah nee ee 
£1055 O 0] £1055 0 0 
Dr. I].—TRADING 
Eos ad), £7 2S de 
DorGoodssincluding Carriage co .e..0n-see-ce menos C225 OmeO 
yy Goods andiStock Chargési.c......scscsseceseescus 2S O2nO 
WC LIN STE MP EHSes me ssactoscecn seeueneseseanters cose icy @O 
png Delivery jE XPenses cccnececssiciccataescaaceaesesssede 59 0 0 
,, Charges for Land, Buildings, and Fixtures 
ised) in: rad ev tess. eosmansiacstseneeessanekiacuces maf (9) 9) 
pp ceneral (Chargestecrncscsasssccinre enue aenieecenes LS OmaO) 
-—— 694 0 0 
» Balance—Surplus, transferred to Final 
RevennerA Ccottttien: -cmussssceavencaeetercheerie 36 0 0 36) 0020 
£730 0 0] £730 0 O 


CO-OPERATIVE SOCIETY LIMITED. 


SHEET ACCOUNTS. 
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ACCOUNT. Cr. 
PAYMENTS. 4 Se 
Capital Account. 
By Repayments— 
SHALES cette cite seeeye oe tees Me sroaine dou sacouee ce ssosmaaies 
UOANS Metenciccns soe cebeenaee octee et enstnennctew ceuns 
Savin os= Baile eee cece. chen acess enetes sveresiee sve 
a © @ 
Capital Expenditure. 
plan ds and Buildings cncs. snc. secstsos ve avsesnd at uceie 
Ree ET ECURSLOGCE rere oo reo oat enicatba oa cscnomiins 
210 0 O 
Shave and Loan Invesimenis. 
PRE OHOTES Me erent coe nonce nee e nec eacouacnnd tence vies 
100 0 0 
Sundry Items. 
Nil. 
Trading Account. 
Pe SOO OS cirri oleteieyeiciereiare a cits sieic'o vlateloverslnjele atsieteleitcra/sjaisie wlaieie's's ORG 
now MWEESS: aecaanectidedannscnss048 euaaAnecoaconeasnAnasseceee @ 
,, Other Expenses chargeable to Trade 0 0 
545 0 0 
Invesimenis Revenue and Final 
Revenue Account. 
SBT Sie eS OT errr Mle akin oe, 
SLotal PaysMents prcves eee some sscdsiecls. 0 860 0 0 
Pree CAS PIL ALG ccrseye aeisisleiecisisiieeecinis onesies «is 5 tioyatess eejelsl 0 
EUR AM Ret arcs nteists ayaiataia aie cmeisisisis sre-slela\ataleieisicia|siaves o’a 0 195 0 0 
L055 000 
ACCOUNT. Cr. 
eS wel 
By) SaleSicacesemerwssesieresnscisievsnaiacsienecerns csi scsinel 530 0 0 
200 0 0 


» stock on hand, January 30th, 1926 


£730 0 0 
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Dr. Il.—INVESTMENTS 
Ih ES Ge {sande 
To Interest for Month on Shares .......... seeteeees 20 eo 2 0en0 
,, Balance—Surplus, transferred to Final 
JeXaermta INGO a TENE. cooyooocdoopocEoDacGaGUNcnAacss 100 XO 
6) © @ £3 0m0 
Dy. IV.—FINAL 
asta: £- snd. 
To Balance—Net Surplus, carried to Disposable 
Balance Account, Patt B. ..<c-ase<-seneeans-s eel Oh 0) Sieh 0) 
{37 0 0 £37 0 0 
V.—DISPOSABLE 


Dy. 


Part A—DISPOSAL OF BALANCE 


To Allocations— 
‘3g { Dividend to Members 


S, 


fs Non-members 
Bonus to Employees 


is | ne > 1020 G0 000.) 660 8) 3 ty 


For Dis 


Dividend on Purchases 

o Wages 

a Capital 

WA avehp le yeteye) JENEDIGE! Scsacqoun0 soboooocoKdooRSDUb DOD CAE 

Charitable Donations 

Special sDepreciationme. se. sasesnaeser meses 

GeneralReserve Mund: ce cess atenaeacecer eens 

Dividend Equalisation Fund .................. 
Other Allocations (to be stated)— 


ductive tributive 


Societies Societie: 


For Pro- 


em meee meee ners eee n eee een e semen sees eesesseeasseensssseee 


,, Unappropriated Balance carried forward to 
Part B of Account 


Ce eae 


fo se de 


£ “s.nd:: 


ROTAD Merisentiomicecrcacsseecserse senescence Now Factsee 
a * Where Appropriated from Trading Surplus. 

Dr. PART B—CURRENT PERIOD— 
a OS aol, Li, send 

To Appropriation for Share Interest for Half 

Year, as per Investments Revenue A/c... Zan) 

,, Balance disposable (after making appropria- 

tion for Share Interest), as per Statement 
of Liabilities and Assets ................000- 371000 39 OO 
= £39 0 0 £390) 0 
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REVENUE ACCOUNT. Cr, 
~ Te ery i xomar 
By Interest and Dividend receivable on Share 
UTVESEINEH LS Scene esate cewscteccaeate ssacteck if Os @ 
;, Interest chargeable to Trade Account— 
(aE Buildineswetca-cwrcs.0-cesnecsre cen teste ces iL @ 
(OVEStOCKSHEECI ce mencamenerateonerer cree rensees i Wy 2¢ 3 0 0 
£3 0 0 fe) OW. 
REVENUE ACCOUNT. Cr. 
ae Secs ee IG! 
By Balance— 
Net Surplus from Trading Account......... 36 O00 
Net Surplus from Investments Revenue 
EN CCO MME treseicee sce cemnscentieeneneseeuecscenss LOO 37 0 O 
£37 0 0 LST OO 
BALANCE ACCOUNT. 
AVAILABLE AT END OF LAST HALF YEAR. Cr. 
% fo BR AG fo Bs Gla 
By Balance disposable, as per last Balance Sheet] _—_......... 
,. Appropriation from— 
Dividend Hqualisation Putid’ —.o.ccceseceecsces|| seins 
IRESCEV CHEUNG merpernes cess etclesessciccciesscsecescee|. no sess 
'— = 
DRCING aécasncbesbaxbe dL odeucguncendeedarn cao ie Mees ipa erie 
AVAILABLE BALANCE, Cr. 
. s, d. eo al 
By Net Unappropriated Balance brought forward 
from last Account, as per Part A .........) see eee 
Balance—Surplus, from Final Revenue A/c... S/OnO 
Share Interest, as charged to Investments 
REVENUES A CCOMME sc iesclnceosieacsseeceiaesscl ss % 0) @ 39 0 0 
£39 0 0 £39 0 0 
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NEWWAY CO-OPERATIVE 


VI.—STATEMENT OF LIABILITIES AND 
LIABILITIES. ie, al. He GE 
1. Shares— 
Wathdtawable:Sharessssscsseteccenceccedeeseeace 520 0 0O By ©) 
De LOANS ETCH NI serccsecsssccsesancsoeemeedaccaccescece|s Leases. 
3. Various Liabilities— 
Creditors for, Goods) jcesc--cscss-cscssccedeseseore 140 0 O 
OtHereAtiOuntsio Witt Seeeeeeesseeneeeeeeeee cy 


Amount appropriated for Share Interest 
not yet credited to Share Capital Account es (0) 148 0 0 


4. Reserve and Insurance Funds—WNil..............| ... 


Lotalvotsalliprecedin sates scenes neste 668 0 0 668 0 0 


Balance disposable, as per Disposable Balance 
Account, Part B, carried to next Half 
BYCTNS (dofdchGBAganted spa Semre ach oneecnonuaennor 37h 0 0 SOMO 


£705 0 0| £705 0 0 
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SOCIETY LIMITED. 
ASSETS, AS AT JANUARY 307TH, 1926. 
ASSETS. Sea c foesad. 
1. Stocks— 
(@a)elradiz oy Stocks) ccsrcececscccesssseseecescceess 200 0 0 
(OG) PZDENSES| SLOCKS a.necssescctessocesssccsesece|) 9 cesses 200 0 0 
2. Property— 
Land and Buildings used in Trade ........... 199 0 0 
Pixtiressand. Hittin gs wiceasesasseeeneeessee secre 10 @ 209 0 O 
3. Investments— 
Shares— 
fie CCE SUGIECIOS ca. ccas voce <ccaseccser since ss 100 0 O 100 0 0 
4. Various Assets— 
Accounts owing to Society for Goods ........). «+e 
Other Amounts owing (Ge) SEE cebccontocsd) = pancar 
TM COres tr ACCHIICG Martesalsrsts sleis ejalsisicioisieise cla.cialcisielsimeisie i @ @ tf @ © 
Total of all preceding items.................- 510 0 0 510 0 O 
Cashiaty Bankes a eccrescccs scissile since oinelseleeetsele vine Wye) (0) (0) 
Cashiatimelan ditarr sce decmsceceivesicvecsc actcrectosissiaasiee 42 0 0 195 0 0 
70 Om Onn ea0on 0 9 0 


APPENDIX II. 


THE FORM OF STANDARD 
BALANCE SHEET IN BLANK AND 
SUPPLEMENTARY ACCOUNTS. 


The Co-operative Union Limited, 
HOLYOAKE HOUSE, MANCHESTER. 


aa 


Standard Balance Sheet 


As agreed between the Standard Balance Sheet Com- 

mittee of the Co-operative Union and the Executive 

of the Co-operative Secretaries’ Association, and 

afterwards approved by the United and Central 

Boards of the Co-operative Union and the Annual 
Co-operative Congress. 


STANDARD ACCOUNTS 


INCLUDING 
].—Cash Account. 
I].—Bank Account (Optional). 
III].—Trade Expenses Account. 
IV.—Trading Account. 
V.—-Investments Revenue Account. 
VI.—Final Revenue Account. 
VII.—Disposable Balance Account. 
Part A.—Disposal of Balance at end of last period. 
Part B.—Current Half Year.—-Available Balance. 
VIII.—Statement of Liabilities and Assets. 
[X.—Proposed Disposal of Available Balance. 
X.—Education Department Account. 
(1) Receipts and Payments. 
(2) Liabilities and Assets. 


THE ACCOUNTS OF THE 


I.—CASH 


To Contributions— 


” 


RECEIPTS. 


CaPITAL ACCOUNT. 


ALES pou svces ocuversavavddburseveracserscsenesssecvudenansnvesedatdencnds 
LOANS \ccrcceeteuseness se 
Savings-Bank Deposits 


Fees and Fines— 
Entrance, Nominations, and Withdrawals 
iIRwlestandsPass) Books tz. ccesersseeseccse-crececeaiar 


Stamp. Sales and Club Deposits ...0....0.c0sccsscccesserecsvescncsenre 
Hire-purchase Instalments ..........2.00s000scosesvssesssccessereoernes- 


Sales of— | 
Land ANG: Buildings. oo cneveaccdecssqravvveceescsceccévndsstaavqcsiaueens 
Fixtures and Fittings . 
Machinery and Plant 
Livejland Rolling Stock .e.se--csscscsesssbetouesasceacesess : 


Houser Property, soldiivsassnzecsecdtovdeessccesesenscuesleatae-seorsaace vasa 


IMOripAages TEPAldncessssacssmcecteoseelervousanencameasicvatds aceesareaaeae 
Investments withdrawn— 
Shares isecohessnseacsdscuitedsnseassenecarsienss’ cccvencdescsstecentanseetaad 


Mortgages and Bonds om Property ........00.sserssercsececcceceosers 


Repayment of House Property Advances— 
C:W.S;, House: Purchase Scheme) scccocesssssosceswcssescecroeseese 
‘OthersRepayimen tSheccercendecseavatecaveaescecceacerdaceuwesersccpres 


Sunpry ITEMs. 
Stati Guarantee: Deposits.s..sccsevscascescocucsvarovaaserarsesieseressns 
Compensation and Insurance Claims........ 
National Health Insurance Sick Pay repaid... ee 
Collective Life Assurance Claims: <2....c.sc0vensss-eeccsessnecseceieere 


TRADING ACCOUNT. | 

Salles! Goods) \c.ccccweusiessesvoseaceessceresrce Mod ccacthecaxts mated acteeaas | 
», (Sundries—Hides, &c.) 
Dividends on Purchases... 
Trade Commission ......... 


INVESTMENTS REVENUE AND FINAL REVENUE ACCOUNTS. 
House: Property. Rents: .cc..scescscsssacessensuossctsequentessnsemeeeetee 
Other Rents, including Letting of Halls, &c. .......-...ceseeeeeees 


Interest and Dividends on Investments ...........0sceceeceeeeecee 
3 on Debts and Advances.......... 
Bank Interest and Dividends 
» Agency Commission ....... 


Insurance Agency (Premiums) .c.c..ecesecssesssncostsnecotcceeecenveces 
BS », Commission and Dividends...............:.608 


Collective Life Assurance Rebate..........::scccseussseseeennnseceeees 


National Health Insurance Grant for Working Expenses ...... 
Education Fund 


Cashiin hand’. scevasscavctcccceretatcctecerereseeteeteons 
» at Bank 


f£ 


Sands 


STANDARD BALANCE SHEET. 


ACCOUNT. Cr. 
PAYMENTS. 8. £ s d. 
CapiTaL Account. = 
By Repayments— 
SHAKES iis ccs. coseccesssevcetsecs Settee eunanecusiswasienspavssunseucerss teres 
” * 
» Interest on Mortgage and other Loans ................ceeeeeeeeeeees 
» stamp Sales and Club Repayments ...........sssessssscesesseeesees 
pee tlire-purchase) PAYMENtSktess.crect-cacctcescolec<nasewsesdcscancesessac 
», Capital Expenditure— 
and ands ulldines norsssvecscsaveceavscucccscscteccescsscceeesescer: 
Fixtures and Fittings a 
Machinery and Plant .. e 
EIVerANGROMIn eStock terstascstsarccesheneirassasssasescsentescars 
RpR RAO USES LO DeLUY Ms ercecasslemnaesagh veces cauissvenecraseaccnasasesisnssees 
,, iInvestments— 
SIREIRES ocd sok cocaccs JacetoD ado 0 sono OC coe sodocencddocoscegdnonone ce 
MEO anise a peceacecactemnscecaresceeeecenesearseebsc dase 
Advances to Individuals on House Property 
OEHEE AnveseMeNtS he vesancecescsetssiecen soca 
», Mortgages and Bonds on Property repaid ...... a 
», C.W.S. House Purchase Scheme Repayments ...........eeeeeeeees 
Sunpry Items. 
», Staff Guarantee Deposits repaid and Interest .............000.000 
;, Compensation and Insurance Claims—Receipts paid out...... 
», Payments from Society’s own Compensation and Insurance 
MSUTIUSeraerten desncctaceesute ce se vessecte 
», National Health Insurance Sick Pay.. aoe 
. Collective: Exfe Asstirance ‘Claims «2... ccssevscrasesosesaeteecnssesres 
Trapinc Account. 
», Goods 
», Wages 
», Other Expenses charged to Trade 
INVESTMENTS REVENUE AND FinAL REVENUE ACCOUNTS. 
Pep EIOMSE MELO PELL Ya XDEUSES shy se ynissecesenceirerncissclessiscince'inneasitesa cn. 
», Rents and other Expenses of Property not used in Trade ..... 
py pAN ie MAtEreSt ANG) COMMISSION sesssincsvevssecsacdearcsasaccsceoceras 
,, Imsurance Agency Premiums ........... 
», Collective Life Assurance Premium 
», Death Benefit Fund Payments ..... 
» National Health Insurance Working 
» Subscriptions chargeable to Revenue Account.......-..seeeeeeeee 
PILE GUC ation PNG AVIMCNLS) wersscecseoasswsesusecacsecsesssese-nercesh« 
DisPposaABLE BALANCE ACCOUNT. 
PEUDOUMUS 00) EMIDIOVECES) crscouecssaccesesecesseccscses : 
», Education Account Payments or Grant ......... : 
,, Donations and Charitable.Subscriptions from Surplus......... 
TLOTAL, PAYMENTS) cceesaass cosas £ 
Cash in hand : 
PU SAT SAT Groraccmsoapes enero cibecdserayeevesaeasuvinsrenlesesineseviescesss 
ALOT Ae iwatents aioe semaciutaceederncnsse fe 
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THE ACCOUNTS OF THE 


ye sourjeg “ 


syoog anbeyg “ 


FOP Peer es eee er eeeseeereseeedessorssecees. 4s919} U] «“ 
Semen eee eee eees sosieyy pue WOTSSTUIUIOZ a Foes SSE Se rece seer nese Se SVT SOC OCT; “e 
Femme eee ee eereeneeeneeeerereeeee STEMPIPYITAA Ag Peer meee reese resersesesoeeeeeesee® ye aourleg oL 
Bi “SLNAWAVd ‘Pp ‘S 5 ‘p $ “SLdIH0daN 
6) (TVNOILdO) LNNOOOV MNVE—II “Aq 


STANDARD BALANCE SHEET. 


IlIl.—TRADE EXPENSES. 


269 


Salaries and Wages— 


Productive and Service ..............++ Peemaraamcccce iecssniccs sac wataies nccaieciecbocr sratens 

MDIStIEDUUIVE ian sceeo cetaceans sncsetes sc sncesatsccos cet civ /actaacsies so ateaeseosaccedtesvoansens vend 
National Health and Unemployment Insurance ............c.secceseeesscseccescensceuseseceuncs 
Committee— 


MEOW PENSAON LHS ULANGE) coc oeergeosw once Jaoutecomaceescusesaueenceovecescccetekees snes easieseuueooesss 


RRR NS Ura Cl Weeeere eas cnc avsesereccersecacceetcses ovueevetetevnavasevosncsvieeSesescvcsaseoscsncsosees 


IACNECSSENG DAUES Rete ctencsserocccere tos aebiantss oabanettesurcenes@ecnubornsesrcsevosaceseciedscters<aeverecsoe 


Petrol and) Oils. scccccnes- seis serces en See ee caer enenmenecisseehonsyasies-cesoven ceesesecsecsaeessacd 
PPE CITISC ATIC OUAIOUGCIY Movants as sb oiesisccdssdesssbsesioasasiaspsiess ssusesisilselsiareomsaesseveresesessesesue 
Pas LRISS See Pee RCL ore sana aasanaerocss tees reasarsccstsssvsas seasons ccdssssddccncdcccsscssscereeeat 
Haigh © haLeeomerteteenatecereractares eres cse- wep eeedessnecenssatewaietssaassasccenasaescskccetcsasedessne 
MEE PAGONS cecvenaceneeenenceessserse REPRE MER eden coiswne lve escoeesiesssaiewesncescaass¥eetersceucacnsavsas 


270 THE ACCOUNTS OF THE 


Dr. IV.—TRADING 


Productive and Distributive 
Service Depts. Departments. ToTAL. 


£ Seine £ Salads £ Sada 
To Stock on hand and work in progress at... : 
Goods, including Carriage 
transferred ..........+++ 
a », and Stock Charges 
Selling Expenses (Distributive Depts.)... 
Manufacturing Costs (Productive Depts.) 
Direct Costs (Service Departments)........ 
Delivery Expenses .........0.s.0sseseesecersees 
Charges for Land, Buildings, and Fix- 
tures used in Trade .. cl 
General Charges allocated 


” 


” ” 


” 
” 


” 


” 
” 


Balance (Net Trading Surplus) carried to || 
Final Revenue Account «......2.3--0e00- | 


Dr. V.—INVESTMENTS 


Mortgages 
- Savings-Bank Deposits . 
Bamlodnterestie.ccccsccsrscesacess sas cess we 
Other TOterest) .ncss ass deavecdsleveconassedeees secreacenttderdteusccnetessve | | } } | 


», Interest charged on Reserve, Insurance, and other Funds..... | | | 


>» *Rents, Interest, and other Expenses of Property used in Trade 


House Property AccountT— 
Interest on Capital .. 
Depreciation oscccadeuesecstvasteccadsccasacecenceeesce 
Repairs (including Painting and Decorating) . 
RatesrandiVaxes?sccdiseesecssdsecceccsesecssocers he 
Insurances ........ = | | 
Ground Rents.. = | | 
Other Bx pensesi: seccsteaeaccsceasencecesr oo qacarestencswtcacensnenente 

OTHER PROPERTY NOT USED IN TRADE— ———————_—_|——_ 
TERI B SCE), Saceancdngnaboonncska er ecol mete. codkocechocdgeniccodbaceenoanerar 


” 


” 


* For use where a Property 
Dr, VI.—FINAL 


£ s. | d. £ Sods 


eed 


To Subscriptions not chargeable to Accounts IV. or VII. ... 


», Education Grant (when based on membership),..........esesse0e+ 
3 Collective: Life) Assurance Premitim \accsessssiyycussenscesscwearssce ‘sail 
jy LeOSS WROD ALC: Scans cepsettacnassabigestunuexasvarerscscnererseaccetesormences te 
>) Weath Benefits: Fund wi scasciscs caveatcosessessecrs vccavescceunseuvsesesse Sal eo 
,, Other charges against Revenue (to be specified) .............0060+ a 


Balance (Net Surplus) carried to Disposable Balance A/c., Part B 


By Balance (Net Surplus) from Trading Account— 
Productive and Service Departments.. 
Distributive Departments ............. 


», Balance (Net Surplus) from Investments Revenue Account .. 
Sundry Earnings not credited to Trade, e.g., Bank Agency 


“44 res 
and MMsurance Commissions <...-c.ccecsccsecaseesisisavanenasers 


STANDARD BALANCE SHEET. O71: 
ACCOUNT. Cr. 
Productive and Distributive 
Service Depts. Departments. Torat. 
£ Sid sy ads © |) a 
}+By Sales (and Revenue of Service Depts.)... £ & se e 
, Transfers of Goods and Services— 
MrAGING ACCOUN Es... .crerssseccascesessstoeee 
Investments Revenue and _ Final 
Revenue Accounts........ RED caereps ence 
Capital Account ......... 
», Dividends on Purchases 
», irade Commissions ..... ee | 
Be LOCK ION NANG Atsesccatteaccsscsassecrcceeesue 
* 
SRO DAP a peresea ace eecnenees £ 
+ Including Goods sold on credit. 
REVENUE ACCOUNT. Cr. 
£ Sail ds fp sod 
By Interest and Dividends— 
On Share Investments ............s0000+ Sesrpensonoecn ea ctseeecaeth es | 
», Loan Investments . ae | 
», Bank Current and Deposit Accounts .... a | 
», Advances to Members on House Property wenee 
5, Hire-purchase and Members’ Debts ......... ooee| | 
EPO OCHEE SOULCES vasaccscessceceSeacevecsasscsssecsvevseess ssjsasaien 
» Imterest chargeable to Trade Account— 
o Oni Buldings) &Cieciccacecssccsecesccccscasasedessscsswaveinspaers 
(By ONG StOCKS s+... <tcossoceseerseseccvesescsescevese ates 
», Interest chargeable to House Property Account | 
s 7 if on other Property not used in Trade ...... | 
ete 
Bs ments Chargeable tO) Trade ACCOUNT, .........scsectcsensscesaseo sree 
x Housr Property AccounT— 
RGU So NG arate cna teresa aemavalvet? Ov memesens das Wenusasseesdscenasassee | 
, OTHER PROPERTY NOT USED IN TRADE— | | | 
RS OR ite ete arts e eae ions suiseasebanbenbs sanpepsncesenabaasemssea 
ale al 
| | 
sz BPSP AT ancescn con oie cea ra saeieets oa 1g te sie. 
Revenue Account is kept. 
REVENUE ACCOUNT. Cr. 
£ s d £ Seuilmals 


PAI THE ACCOUNTS OF THE 


VII.—DISPOSABLE 
By}. PART A.—Disposal of Balance 


£ Seas £ side 


To Allocations— 


Bg ( Dividend to. Members ss-sccsesocanseonenscssescursennvenrraseesse 
a3 Ni b 
EES 5 OM -MEMbEVSievacassceccssdesessencsaneensesssezese 
a 
Aul\(Bontis to im ployees ae sesssesenzesste ee reccs eneces senses 
© y (Dividend on Purchases .............-ssseeeeeesseeeeeeeeeeteenes 
“4 @O 
sea 
8 go e Whapesiics.c.dsch seer ievetecaete rome ee tsa eeeteae 
38 
fake 5 Capitaliccssvacesuevadsonesannrean sas cdess cess eaeee es 
SE UCAtOr Fudd Serres teste. tarnes Meme oesetteisitier ss tees 
Chasitable DGnatiOns s....c secs onscanavarsecnesapacsavadwanewenueste 
Special Depreciation.........-.ccceccssesvererere PEDROCoOO CCA EOSCOC. 
Generals Reserve: P Und! mesescedsccceetsandcaltencsectscoeineeeeeeieneore 
Dividend Equalisation) Fumd.----.....0..sssescusss«coccsecessacees 


Other Allocations (to be stated) — 


* Where Appropriated from Trading Surplus. 


PART B.—Current Half 


To Appropriation for Share Interest for Half Year, as per Invest- 
MENTS’ HEVENUS ACCOUNC ..e-acsncesesesccerserecscenecatreccenaed 


», Interest on Reserve Funds ............ eiedlsieshaeeabscneeet enceancrsiens | 


,, Balance disposable (after making Appropriation for Share 
Interest); as per’ Accoumbavsll ls scancrccccsssevercswevesssess Pane 


STANDARD BALANCE SHEET. 


BALANCE ACCOUNT. 
Available at end of last Half Year. 
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By Balance disposable, as per last Balance Sheet ................006+ 
Appropriation from— 


Dividend Equalisation Fund ........ 5 


PRESELV EVEN cevekencsaceeseciics shoetege cbs ssanesdexsecserevecvescsiwas 


Year. — Available Balance. 


By Net Unappropriated Balance brought forward from last 
FACCOUN CAS) PEL IEALE TA cercseteectcatensmarasdecsarsusomses Bars 


», Balance (Surplus) from Final Revenue Account .........+. +--+ 
. Share Interest, as charged to Investments Revenue Account. 


_, Interest on Reserve Funds, as charged to Investments 
(REVERIE) ACCO UNE cescrscccscvsseieesessilescscispceesac@asessceeccs ee 


wo 
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THE ACCOUNTS OF THE 


VII.—STATEMENT OF LIABILITIES 


LIABILITIES. 


(1) SHARES— 
MransteraplevsHares ore-e ates: se ticecssanseteneseccensanaaasseneseatae 
Withdeawable: Shares oi cccsigceccons sg taneVessnscvessne-stencdesassy ss 


(2) Loans, &¢.— 
Savings-Bank and Accrued Interest ..........ssssceceseeseeeeeres 
Loans and Accrued Interest ........... a 
Bank Overdrate scsccccccsrccsses 
Stamps and Clubs............-s0cssess 
C.W.S. House Purchase Scheme .... 
Mortgages and Bonds on Property 


(3) Various LiABILITIES— 


Stati Guarantee Deposits 2s-.-.<..scsesseensasdars sass sseeasceswancs 
Creditors for Goods oan 
a JEMPOMSES a eer oceseeaaesesncscesaceccnacedsecssanacneene= 
Amount Appropriated for Share Interest not yet credited 
toiShare ‘Capital Account 2. ..2.20s.2.sscseveseresesscseacaverscvor 


Other Liabilities (to be specified) — 


Total of (1), (2), and (8) above ..........ccccecses 


(4) ResERVE AND INSURANCE FunDs— 
Generali Reserve Gases ccescacscscactencusatesesearsesuncesrccrsecccncere: 
Plate Glass Insurance Fund = 
Cottage Insurance Fund........ 
Dividend Equalisation Fund . 
Death Benefits Fund............. 
Contingent Fund....... 

Education Fund 


Total of all preceding items................seseeee+ 
Balance disposable, as per Disposable Balance Account VII. B., 
warned to next Half Year .22c.c.-cccctecanccsecscanceconcseseces 


STANDARD BALANCE SHEET. 


AND ASSETS. 
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ASSETS. 


(1) Stocks— 
(a) Trading Stocks— 
Dist butive Departmaentsy..aten-<stuesererote veces rere csrare 
Productive and Service Departments.............0ceeeeeees 
(6) Expenses Stocks— 
Distributive Departments | s.i.c.c-ssesccsesswersavesisescansieces 
Productive and Service Departments............:0ceeeeeeees 


(2) PROPERTY— 
Land and Buildings used in’ Trade......<0.0.s.0ssse.eseecesseess 
Fixtures and Fittings .........-...-.... BS 
Machinery and Plant . sesh 
ExverandeRolling Stochinsctrcoccces psa cseeanstenweerawncedceemnavusks 


Land and Buildings not used in Trade .............ccececeees ees 
PAOUSEE PLO DETUV meas cencesvan sac ossbesisapce-isiscuDueiscececse es etseseetes 


(3) INVESTMENTS— 
(a) Shares— 
I. and P. Societies Seogti sop oBo Sch cougn nape CADpe Go CUCSSCEROIOGHON 


(6) Loans— 
I. and P. Societies— 
OD MOLtgare ciy.<concs ns cnssiccs ovnsscvahes «vavceonsivasseeesstiss 
Other Weavisy.s..cacscecsesscson0 sce cessusiowsswacancnee ves aicewse 
Other Bodies— 
WNIMOLEPARE a cecesnerecenedcecsucaccnc ts smcseineicgdecduset. si 
OP HSI SO ANS races sae ceksle one esieeenon-sasn- sua sad 
(c) House Property Advances to Individuals 
(4) C.W.S. House Purchase Scheme— 
Oris oa Walsr Gana UalS ent setscensascceilnneship'craiscewendume seal 


(4) Various AssEts— £ 
Accounts owing to Society tor Goods— 

(ChuDsineceteas csosw sce sosevese 

Hire-purchase Accounts ee 

De MCHPACCOMMIES lecaseussnentneansccnserbeceseeeseseser 


Accounts paid in advance .... 

Expenses charged forward 

Other Assets (to be specified! 
House Rents OWing .......-seseeeeeeee 
Income Tax to be reclaimed . 
Compensation Claims Cue s..s.:5-cccccesesscvecsacececterssnceces 


Total of all preceding payMents .........cseseceeeeee £ 

Cash at Bank— 
Deposit Account 
Current Account ... wee 
GAS I UMA Sepereincietsionive sieele seni tes pees ve iessldeeietislss te siiesieine vsicel 
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THE ACCOUNTS OF THE 


IX.—PROPOSED DISPOSAL 


Dr. 
fi Sei nce £ d. 

Tor IDividend!to: Mem bersjeccs.-csesee-sc- oa -caserccnsenvenedese es 

ae 
£5 eg an INOM-miem Pers) erences. seuisbiecesmatres arene cscs 

23 

eo Leen 

G 
5 Bomnsito Muployeesancuetursacsress eon seeremaeceebener se sane 
res 4 Dividend on Purchases <.0c..ccavccavesencnecesnstexnenenatseens 

28 

28 * Waves es.cs-cccea eset Waciketn aes 

‘3 EG % Capital fcavcseccc.tascenccuestoanamecnaseaenteees 

», Grants to Education Fund (when based on Surplus).....:....... 

» Donations— | 
Charitable, scicsscssqessccracssaeseoecseseessennacecsdscuccwaesedcsuscotn | 
ORGUS acc coreciveatenecsintey satesiessas easaeaeatu Dees sidactcasdnceaanastasars 

y, special Depreciation: <c.ccc.csccscec~cceeucems ce sciee se sseseacacsareceo ey 

| 

,, Allocations to Reserve and Insurance Funds— . 

GeneralU Reserve (s.5-2- 02s. ce-ccesseasescaeassecencescoasestoeresccneeees 
Dividend) Bqualisation Fundy .... vscsecess-veceseseeceeraseaeecsies 
Plate) GlassiInsurance: Bund. .cssc.secese cues eeecaesevarenesccee ce: j 
,, Other Allocations— 
| 
» Balance (Surplus) carried forward to next Account ............. 
TODA Gesuensectxuriecmcnecarrenr eee £ 


} Atter charging Share Interest. 


STANDARD BALANCE SHEET. 


OF AVAILABLE BALANCE. 


By Balance disposable, as per Accounts VII. B. and VIII. ........ 


» Appropriations from— 
Dividend BP qualisation Pundcwass.<cccvssesberssesacsccabancencssas 


General REseryverk und’ vaca cs cus ssbeessan cea varwuds avies'sodeneoeaste 


+ Other Credits (to be sperified)— 
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THE ACCOUNTS OF THE 


X.—EDUCATION 
Dr ACCOUNT OF RECEIPTS 
RECEIPTS. £ Ss id. £ Sol ide 
Toi Grant for, Half, Year cr sscssevccsencceeceresneoarnoverseerciensievesssinsieese' 
»» Socials— 
RREcalptsseensecqiwciecces ssecenerene <dacasuesadlecesenaronn=aedisanstourens 
EXPeNS€S. ..csescccecssserses seeteteneseceeueneserseasereceueeeeeeeanea eres 
», Other Receipts (to be specified)— Se 
Hite of Field Glasses) <cs-ccescrce--se=-=>eneeerererrer-rescssserrin 


», Balance at . 
Cash in hand.... eae 
Pe ett SAIN ty coc eats ncaa cwciacessacnauteasunratauassmantenertumendsacgen 


LIABILITIES. 


Owing for Co-operative News 
5 Wheatsheaf 


Balance to Credit of Department 


N.B.—The foregoing Accounts are drafted to meet the needs of Education Departments which receive 
Banking Account. In those cases where all payments are made through the general Banking Account 


Account. 


STANDARD BALANCE SHEET, 


DEPARTMENT: ACCOUNTS. 
AND PAYMENTS. 
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Cr. 
PAYMENTS. £ SomGs solid. 
By Classes— —- 
Expenses : 
RECOTUS: deena nearer an ene nene eee eeces acees 


» Week-end Schools— 
Expenses ... 
Receipts. 


», Lectures— 
EXPENSES eeeag eee sn eoanssesrahevneneneseeis ialdelaiaraie suistipwseivaenuisweir 
TREGERD USS sarees seats ane sence seek chcanrsiuantseeemectcneabeb cecoasseeinin need 


,, Propaganda Concerts— 


VV REGESH CAP EOXPEDSES) Jo ccecccwevcsenssscawevescaseeustvocessewsecunteaose 
,, Pamphlets and General Literature ........... 
» Subscriptions to Educational Association .. 
*,, Summer School Scholarships .................. 
;> Other Scholarships: .....5..s-c.0s-s 

PI VWWIARES (erecrsuss snce's 
;, Committee Fees 
DELO PALOUS. 5 svecsseseescvossss 
,, Printing and Advertising ... 
Me OLATIONELY tv ecnecescsestaecsss<s and 
PE OSEARE pace areteaon sos cen osc eidkesieceoate tien cassis rogannstrvebeateneceersss 


We alanicecat werstescecs cian C2 aaerene S50 av wipes wewdanhs scusishenenvenwa meet | 
Cash in hand.... 
» at Bank 


AND ASSETS. 


ASSETS. £ s. | d. 


n 


” 


their grant Quarterly or Half-yearly in cash and keep their own books and have their own separate 
of the Society, an Income and Expenditure Account can be prepared instead of a Receipts and Payments 
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INDEX. 


INDEX. 


(See also pages 216 to 224 for abbreviations and terms employed in commercial 
documents and accounts.) 


Abbreviations, 216. 

“ Account Payee Only,’ 201. 
Accounts Owing, 117, 137, 170. 
Accounts of Newway Society, App. I. 
Accounts of Standard Balance Sheet, 


App. II. 

Accrued Interest Account, 117, 137, 
169. 

Adjustments, 108, 115-118, 167-171. 


Advertising, 77, 78. 

Advice Notes and Advice Book, 85. 

Annual Return, 187. 

Appreciation, 174. 

Assets, 4, 51-55. 

Assets and Liabilities, 4, 47-55, 
5S hoses 2a 

Bad Debts Reserve, 178. 

Balance i ae Disposable 
Balance. 

Balance Sheet, 5, 47, 52, 53, 144-154, 


144, 


185-187, 234- 249, 251-265. 

Balance Sheet Accounts, 52, 56, App. 
Eng, da\yoh ele AE 

Balance Sheet of Newway Society, 
App. I. 

Balance Sheet (Standard) in full, 
FAO LAC. 


Balancing the Ledgers and Cash Book, 
49-52, 96, 97, 102. 

Bank Interest and Charges, 98, 
213, 214. 

Bank Pass Book, 209. 

Bank Reconciliation Statement, 211. 

Banking Accounts, 208-214. 

Banking Accounts, Advantages of, 208, 
209. 

Banking Accounts, Deposits in, 209. 

Banking Accounts, Deposit and Cur- 
tent Accounts, 212; 213. 

Banking Accounts, Overdrafts, 212. 

Banking Accounts, Pass Book, 209, 
21 

Banking Accounts, Paying-in Slip, 209, 
210) 

Book-keeping, Co-operative, 6. 

Book-keeping, Definition and Explana- 
jwkopahs dy: ZU7/,, BEA, GS), 


115, 


| 


Book-keeping, Double Entry principle 
explained, 3, 9-12, 49, 50. 

Book-keeping, “Essential Books, 15, 47. 

Book-keeping, Objects of, 2-6, 47. 

Book- keeping, Single Entry, 8. 

Books of Primary Entry, 61, 106-123. 

Books and Stationery, 114. 

Buildings Account, 38. 

Building Rents, 77. 

Business Operations, Results of, 5. 

Business in Relation to Creditors, 4. 

Business in Relation to Loan Holders, 4. 

Business in Relation to Owners and 
Members, 4. 

Business in Relation to Savings- Bank 
Depositors, 4. 

Capital, Definition, 28. 

Capital Accounts, 38. 

Capital Expenditure, 39, 40, 72, 79, 81, 
114, 121; 

Capital Expenditure and Investment 
distinguished, 37, 38. 

Capital Expenditure 
Expenditure distinguished, 31, 
40. 

Capital Income, 38. 

Capital Account Payments, 29-33. 

Capital Account Receipts, 28, 29, 32, 
335 

Carriage, 115. { 

Cash Account, 32, 33, 50, 93, 144-148. 

Cash Book, 47, 48, 93-102, 109-113 
127-131. 

Cash Sales, 85, 88. 

Cattle Insurance Fund, 179. 

Check Books and Sheets, 77. 

Check Office Expenses, 77. 

Cheques, 192-205. 

Cheques, Bearer, 194, 196. 

Cheques, Classification of, 194. 

Cheques, Crossed, 194, 195, 197-201 

Cheques, Definition of, 192. 

Cheques, Dishonoured, 204. 

Cheques, Endorsement of, 196, 202-204. 

Cheques, Open or Uncrossed, 197. 

Cheques, Order, 194-196. 

Cheques, Parties to, 193. 


and Revenue 
39; 


INDEX. 


Cheques, Returned, 204. 

Cheques, Signatures to, 202. 

Classification of Capital Account Pay- 
ments, 30. 

Classification of Capital Account Re- 
ceipts, 29. 

Classification of Expenditure, 39-45. 

Classification of Expenditure on 
to Function, 72-82. 

Classification of Expenditure nctowaiee 
to Nature, 72--82, 164-167. 

Classification of Income, 38, 39. 

Classification of Payments, 29. 

Classification of Receipts and Pay- 
ments, 25-33. 

Classification of Revenue Account Pay- 
meuts, 30, 31. 

Classification of Receipts, 29. 

Classification of Income, 38, 39. 

Cleaning, Lighting, and Heating, 77,78. 

Commercial Abbreviations and Terms, 
216-224. 

Committee Expenses, 6. 

Contingency Fund, 179. 

Contingent Liabilities, Reserve against, 
178. 

Co-operative Book-keeping explained, 


Credits, Credit Notes, and Credits 
Book, 89, 90. 

Credit Entries explained, 9, 10, 11, 12, 
89, 90. 


Credit Transactions, 89. 

Creditor, Definition and Examples of, 
2, 3, 9-12. 

Day Book, 47, 48. 

Death Benefits Fund, 179. 

Debit and Credit Entries explained, S), 
LOM iee 2: 

Debit and Credit Entries, Agreement 
of, 19, 20. 

Debtor, Definition of, 3, 9-12. 

Delivery Expenses, 77, 78, 81, 115, 
104 oe Tey, 

Depreciation, 40, 41, 77, 171-174. 

Direct Costs, 78. 

Discount, 93--96. 

Disposable Balance and Disposable 
Balance Account, 32, 33, 54, 55, 
TAA Sie 52 ela) ldo. 

Dividend Equalisation Fund, 177. 

Dividends ou Purchases, 29. 

Donations, 179, 180. 


Double Entry Book-keeping, 3, 8-11. | 


Double Transactions, 19, 88. 
Dummy Invoices, 68. 
Education Grant and Education Fund, 


Sle L715, 1/6: 
Examination Papers, 234-247. 
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Expenditure Classified, 39, 45, 72-82, 

Expenditure Explained, 36, 37, 

Expenditure Recorded, 66-70, 72-82, 
167. 

Expenditure and Payments 
guished, 25, 36, 37. 

Expenditure and Investments Dis- 
tinguished, 37, 38. 

Expenses Fund, 179. 

Expenses Recorded according to 
Nature, 79, 80, 164-167. 


Final Revenue Account, 43-45, 50, 81, 
136, 144, 150; 151. : 

Final Revenue Account Expenditure, 
Tey, Thy, TAD; MOAN 

Final Revenue Account Income, 150. 

Final Revenue Account Payments, 31— 
Bon 

Final Revenue Account Receipts, 29, 
Oe 

Fixtures Purchased, 114. 


General Charges, 77, 78, 81, 82, 115, 
T2136: 

Gifts, 32. 

Goods Account, 49, 87, 88. 

Goods Bought, 76, 81, 114, 115, 121. 

Goods for Shop use, 77. 

Goods Transferred, 76. 

Goods and Stock Charges, 77, 81, 115, 
TONS. SUIS TIAL Is), 

Goods and Stores, 78. 
Goods Purchased Account (see also 
Purchases Account), 49, 51, 135. 
Goods Sold Account (see also Sales 
Account), 50, 87, 88. 

Ground Rents, 77, 117. 

Health and Unemployment Insurance 
Charges, 77, 78. 

Hidden Reserves, 180. 

House Rents, 28, 29. 

Itouse Sales, 28, 29. 

House Property Account, 75. 


Impersonal Ledger, 124, 130-137. 

Impersonal Ledger Accounts, 49, 130- 
137. 

Imprest System of Petty Cash, 102. 

Improvements Fund, 179. 

Income Explained, 36. 

Income and Expenditure Account, 26, 
36-45. 

Income and Expenditure Classified, 
36-45. 

Income and Receipts Distinguished, 
25, 36. 

Insurance Funds, 178, 179. 

Insuranceon Buildings and Fixtures, 77 

Insurance and Interest on Stocks, 
While, Disk 


Distin- 
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Interest Charges on Credit Accounts, 
FF. 

Interest Charges on Land, Buildings, 
and Fixtures, and Stocks, 77, 173, 
WKS), GIT 

Interést Charges on Shares, 
Mortgages, etc., 75. 

Interest Receivable and Interest Re- 
ceivable Account, 28, 29, 39, 116, 
117, 118, 136, 169. 

Investment Expenditure, 37, 38. 

Investment Income, 37. 

Investments Ledger, 124, 130, 131, 137. 

Investments made, 28, 33. 

Investments Withdrawn, 29. 

Investments Revenue Account, 43, 44, 
45, 50, 116, 144, 150. 

Investments Revenue Account Charges, 
121 1365, 1705 

Investments Revenue Account Expen- 
diture, 41-45, 75, 76, 79, 81, 136. 

Investments Revenue Account Pay- 
MERES Ole Oo OOS 

Investments Revenue 
ceipts, 29. 

Investments Revenue Income, 38, 39. 

Invoices, the Nature, Definition, Check- 
ing, and Entry of, 61-64, 67, 68, 82, 
85, 86. 

Invoice Analysis Book, 65-70, 79, 80, 
81, 82, 90, 109, 114-122. 

Invoice Analysis Book, Postings from, 
68, 70, 90, 132, 133. 

Invoice Copying Book, 85. © 


Journal, Entry of and Posting from, 
15-22, 47, 48, 61, 116-121, 133, 134, 
180-182. 


Land, Buildings, and Fixtures (Capital) 
Account, 133, 136. 

Land, Buildings, and Fixtures Charges, 
TLS) Oly LIA Lael Zoos 
Ledger, 9, 10, 11, 15, 17, 20-22, 47, 48. 

Ledger, Classes of, 49. 

Ledger, Impersonal, 124, 130-137. 

Ledger, Personal, 65. 

Ledger, Purchases, or Bought, 70. 

Ledger, Relation to Books of Primary 
Entry, 65. 

Ledger Accounts, Balancing of, 49. 

Ledger Accounts, Impersonal, 100 
124-137. 

Ledger Accounts, Personal, 48, 50, 51, 
65, 124-130. 

Ledger Accounts Representing Assets 
and Liabilities, 50, 51, 52. 

Liabilities, 51-55. 

Liabilities and Assets, Statement of, 
53, 144, 153, 154, 182. 

Licences, 77. 


Loans, 


Account Re- 


’ 
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Loan Account, 28, 29, 32. 

Machinery Account, 50. 

Manufacturing Costs, 78. 

Newway Co-operative Society, Books 
and Accounts of, 106-154 and App. I. 

Nominal Accounts, 49, 50, 70. 

“Not Negotiable ’? Crossing on 
Cheques, 200, 201. 

Obsolescence, 171. 

Office Expenses, 77, 115. 

Oil and Stores, 78. 

Outwards Returns Book, 90. 


Packages, 86, 90. 

Packers’ Book, 85, 86. 

Painting and Decorating, 77. 

Payments, Capital Account, 29, 30, 
32, 33. 

Payments from Surplus, 31, 32, 33. 

Payments, Revenue Account, 29, 32, 
33. 

Payments, Loan Capital Repayments, 
30. 

Payments, Savings Bank Repayments, 
30. 

Payments, Share Capital Repayments, 
30. 

Payments, Sundry, 29, 30, 31, 33. 

Payments and Expenditure Distin- 
guished, 25, 26 36, 37. 

Payments and Receipts, Classification 
of, 25-33. 

Personal Ledger, 124-130. 

Personal Ledger Accounts, 48, 50, 51, 
65, 124-130. 

Petty Cash, 102. 

Plate Glass Insurance Fund, 178. 

Postages and Telegrams, 77. 

Posting Items to Ledger, 17-22, 65, 
68, 124-138. 

Post-dated Cheques, 205. 

Printing and Stationery, 77, 78. 

Property not used in Trade, 75. 

Profit (see also Surplus), 5. 

Purchases (see also Purchases Day 
Book and Invoice Analysis Book), 
48, 61-64, 109. 

Purchases Day Book (see also Invoice 
Analysis Book), 48, 61, 63, 64, 65, 
90, 109. 

Purchases Day Book, Relation to 
Ledger, 65. 

Purchases (or Bought) Ledger, 70, 82, 
124. 

Registrar of Friendly Societies, 187. 

Repairs to Buildings and Fixtures, 77. 

Reserves and Reserve Funds, 54, 55, 
WT 

Results of Business Operations, 5. 

Returns, 89. 


INDEX. 


Revenue Account Payments, 29-33. 

Revenue Account Receipts, 28, 29, 
32, 33, 144. 

Revenue Expenditure, 41, 72. 

Revenue Expenditure Classified, 41, | 
42, 75, 82. 

Revenue Income, 38, 39. 

Revenue Income Classified, 38, 39. 


Sales Account (see also Goods Account), 
87, 88, 90, 135. 

Sales Day Book, 48, 85, 86, 87, 90, 109. | 

Sales Ledger, 49, 87. 

Sales on Credit and for Cash, 85, 88. 

Savings-Bank Receipts, 28, 29, 32. 

Savings-Bank Repayments, 30, 32. 

Selling Expenses, 77, 81, 114, 115, 118, 
119; 121; 135: 

Share Capital Account, 38. 

Share Capital Receipts, 28, 29, 32. 

Share Capital Repayments, 30, 32. 

Share Interest, 116, 137. 

Share Ledger, 49, 124, 137, 138. 

Shop Manager’s Statement of Cash, 88. 

Shop Ledger, 86. 

Shop Takings (see Cash Sales). 

Shop Wages, 114, 115, 118. 

Shop, Purchase and Depreciation of, 
LIAS L7s 125: 

Shop and Fixtures Account, 117. 

Sick Appliances Fund, 179. 

Single Entry Book-keeping, 8. 

Stale Cheques, 204. 

Standard Balance Sheet, 
App. II. 

Statements, 87. 

Statement of Income and Expenditure, 
42. 

Statement of Liabilities and Assets, 
53, 153, 154. 


Form of, 
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Statement of Receipts and Payments, 
32. 

Stock and Stocktaking, 108, 118, 182- 
185. 

Summary Cash Book, 48. 

Sundry Payments, 29-33. 

Sundry Receipts, 29, 32, 33. 

Sundry Revenue Income, 39. 

Sundry Revenue Expenditure, 41-45. 

Supplementary and Alternative Ac- 
counts, 185. 

Surplus, 5. 

Surplus, Payments from (see also 
Disposable Balance Account), 31, 32. 


| Taxes on Land and Buildings, 77. 


Telephone Charges, 77, 78, 115. 

Terms Employed in Documents and 
Accounts, 217-224. 

Test Papers, 225-233. 

Trading Account, 43-45, 50, 82, 144, 
148-150. 

Trading Account Payments, 31, 33. 

Trading Account Receipts, 29, 32, 33. 

Trading Expenditure, 41, 45, 76-82. 

Trading Income, 37, 38. 

Transactions, Double, 19. 


| Transactions, Journalising of, 17-19. 


Transfers Journalised, 181, 182. 

Trial Balance, 141-144, 185-187. 

Valuation of Stocks, 183-185. 

Wages Account, 50. 

Wages and Salaries, 77, 78, 114, 115. 

Warehouse Delivery Book, 85, 86. 

Warehouse Expenses, 77. 

Waste Book, 15, 47, 48, 61. 

Wear and Tear, 171. 

What is Book-keeping ? 1-6. 

Workmen’s Compensation Insurance 
and Fund, 77, 78, 179. 

Writing Down of Stock, 184. 
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